MARKET ACTION TO TAKE NOW +] 


SOCIOLOGY 





DY Soy 


APRIL 3, 1943 1943 50... CERRES 


WiC te Ts ae 


A CENTURY of PRICES 
—War and Peace ~ '# 


a 
Movements for Over gga 


100 Years : 
By H. M. Tremaine pe 


* se 
es 
whet 
& 


~ 6Stocks with Three-Way , 


Profit Prospects 






03 By Phillip Dobbs zm 
Se f a a ie 
emp MP Team 
Ce ar ae ae ee em mee a we Which Movie Stocks 
ae iy ae AD aS me et ime aor 
ip a ee a Positi 
(lt a MO ip In Best Position 
> CON nD aa ey : 1 ea 
VE ey i ae 
UF len 7 Se oe By George W. Mathis 
Pw ae, Dew 


* 

fale hte . What's Wrong With 
e aw The Lagging Coppers 
~ : By J. C. Clifford 


—. 
' eR bom hay 
k _ ~ ae % 
1 ee. a re ee, a a es : a t 
We i i “a an 
“= ei, A i a, aes ‘ —_ 





AMERICAN HOME PRODUCTS 


CORPORATION 


REPORTS TO THE PUBLIC 


Today we conceive it to be our responsibility to report not only the 


financial condition of our business, but to answer such questions as these: — 


What contributions are being made to 
winning the war? 


American Home Products is producing large quantities 
of vitally needed medical supplies for the Armed Forces 
. -- blood plasma, quinine tablets, serums, vaccines, oint- 
ments, a long list of standard pharmaceuticals as well as a 
variety of other products ranging from vitamins to waxes 
and oils. 

By greatly stepping up production, all government 
orders have been delivered on or ahead of schedule. At 
the same time a steady supply to the regular civilian 
channels has been maintained. 


What planning is being done to insure a 
stronger, more effective business in the 
post-war world? 


American Home Products, with a view to the future, is 
engaged in a program of diversification and expansion—a 
program that is in operation in Canada and Latin America, 
as well as here at home. In furtherance of this program, it 
acquired the Reichel Laboratories, Harmon Color Works, 
Waxolite Products, Inc., J. B. Shohan & Company, and 
Dexta Company, Inc. last year. On March 1, 1943, Ayerst, 
McKenna & Harrison Limited, leading Canadian pharma- 
ceutical and biological firm, became part of American 
Home Products. 


What steps have been taken to keep 
in the forefront of scientific and 
technological developments? 


To create new products, improve old ones and tc de- 
velop more efficient production methods, American H_ me 
Products maintains 15 laboratories. These laborat: «ies 
also conduct continuing control tests to guarantee ‘he 
purity, uniformity and efficacy of products. In add: ion 
to research work in our own laboratories, each year ‘he 
corporation makes a number of grants and fellowshi; ; to 
conduct research projects in universities, medical sch. ls, 
and hospital clinics. 


What has been done to make this busines 
a source of human satisfaction to those wh 9 
work in it and for it? 


American Home Products follows a planned progra: of 
industrial relations, based not so much on ironclad riiles 
as on principles. These principles include fairness and e«ual 
opportunity of advancement for all, job security, good 
conditions and all the benefits and privileges that go with 
sound business policies. Employees of two subsidiaries, 
John Wyeth & Brother, Inc. and the Anacin Manufaciur- 
ing Company, have been honored with the Army-Navy 
**E” for production excellence. ' ; 


* THE RECORD FOR 1942 * 


e American Home Products Corporation 
manufactures more than 5,000 prod- 
ucts in four major fields: 


Nutritional; (2) Household Products; 
(3) Proprietary Drugs, and (4) Cos- 
metics and Dentifrices. 

The past year was one of marked prog- 
ress for the corporation: 


e In 1942 American Home Products’ gross 
sales aggregated $63,633,139. Net sales 
were $59,796,477, an increase of nearly 
forty per cent over 1941—the largest in 
our history. 


e Earnings, before taxes, established a 





bers of A 





Principal 


AF 











new record of $9,985,649, an increase of 
32% over the preceding year. 

: ce : e Federal and foreign income and excess 

(1) Pharmaceutical, Vitamin and rofit taxes totalled $5,699,403, equiva- 

en to $6.67 per share of stock, com- 


pared to $3,167,139 in 1941. 


e Net income after taxes aggregated 
$4,286,245, equal to $5.02 per share, * * * 
compared with $5.35 in 1941. 


¢ Monthly dividends have been paid each 
year since the establishment of 
poration in 1926. In 1942 payment was 
made at the rate of 20 cents per month, 
a total of $2.40 per share for the year. 


by the corporation and its subsidiaries. 
It is significant, we believe, that two- 
thirds of these employees are women. 


The corporation is owned by 9,893 stock- 
holders, an average ownership of 89.08 
shares per stockholder. No one individ- 
ual owns as much as 3% of the stock. 


Operations of American Home Products 
Corporation are at the highest level in 
its history —dedicated to the purpose of 
doing everything possible to help win 
the war—and with planning geared to 
the peace to come. 


the cor- 


e More than 7,000 persons are employed 


Respectfully submitted, Y iy, 
* 
Chairman of the Board 


Home Products Corporation are: John Wyeth & Brother, Incorporated; S.M.A. Corporation; Interna! onal 
Vitamin Corporation; Petrogalar Laboratories, Inc.; Reichel Laboratories, Inc.; Harmon Color Works, Inc.; Ayerst, McKenna & Harvison 
Limited, of Montreal; Harold H. Clapp, Inc.; Emdee Laboratories, Inc.; The Anacin Company; The BiSoDol Company; The Kolynos “om 
pany; The A. S. Boyle Company; Midway Chemical Co.; Affiliated Products, Inc. and Oxzyn Company ... A copy of the complete a: nual 
report will be furnished gladly on request to American Home Products Corporation, 350 Fifth Avenue, New York City. 
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Here are 5 Ways 
to Speed Building! 





ie YOU are planning construction or al- 
terations for the near future, you're 
probably in a hurry. These five new mul- 
tiple-function Celotex Products can save 
you time, labor, and critical materials! 


CEMESTO combines exterior and inte- 
rior finish, plus insulation, in a complete 
fire-resistant wall unit . . . CELO-SIDING 




















le- combines sheathing, insulation, and a min- 
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PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 109 


A cash dividend declared by the Board 
of Directors on March 17, 1943, for 
the quarter ending March 31, 1943, 
equal to 2% of its par value, will be 
paid upon the Common Capital Stock 
of this Company by check on April 15, 
1943, to shareholders of record at the 
close of business on March 31, 1943. 
The Transfer Books will not be closed. 


E. J. BecxettSTreasurer 


San Francisco, California 
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Food shortage is the biggest news of these times, both because it affects everybody and many busi- 


nesses and because it is so novel to America. Last year our people spent over $27 billion for food, 





about 34 per cent of total consumer expenditure. The present acute scarcity of meats is partly “arti- 


ficial," and will be relieved. On the whole, we will remain better fed than people in other war countries. 
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THIS IS IT... A lot of people are anxiously asking, 
“Are we going to have inflation?” That is like ask- 
ing—in the midst of a brisk shower—whether it is 
gong to rain. We are already having inflation. The 
only pertinent question now is how far it will be 
allowed to go. Only the Government can answer 
that question, because how much more inflation there 
is to come in the people’s cost of living depends 
almost entirely on the vigor and resolution with 
which the Government’s economic and financial con- 
trols are maintained and extended. 

If you are not aware that inflation is already 
with us, note the Department of Commerce estimate 
that the consuming public spent $81,900,000,000 
for goods and services in 1942 or $7,300,000,000 
more than in 1941—but got no more for their money 
on the whole than the year before. In short, the 
Increased spending merely pushed prices up. The 
people spent 9.8 per cent more money, but the cost 
of living (Conference Board index) was 9.8 per 
cent higher than in 1941. The fact that it was a 
neck-and-neck race is deceptive. This year there is 
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The Trend of Events 


still more money for consumers to spend but much 
less goods than last year. 

Take a look at food. The people spent $27,647,- 
000,000 for it in 1942, which was 23 per cent more 
than in 1941 and 44 per cent more than in 1940— 
but the cost of food last year was up an average of 
18 per cent over the previous year. So the physical 
increase in consumption was disproportionately 
small when one considers the great increase in em- 
ployment during the year. 

The lesson is very clear. In the problem of in- 
flation control the most difficult period is still ahead 
of us. The present controls leave much to be de- 
sired so far as effectiveness is concerned—yet even 
these remain under persistent attack by the short- 
sighted farm bloc in Congress and equally short- 
sighted labor leaders. 


FEEDING THE WORLD ... Glib talk of our responsi- 
bility and obligation to feed the starving millions of 
Europe needs to be increasingly examined in the 
light of reality. Of course, we shall lend a hand; but 
we are not going to be in a position to supply 
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nearly as much from our own food production as 
our more casual “do-gooders” imagine. If we are 
going to do a big job, we will have to buy large 
amounts of food from other countries for distribu- 
tion in Europe. 

For many years, while balancing our farm output 
to what the bureaucratic planners figured was the 
proper market demand, we have been importing 
much more food than we exported. Although coffee 
and sugar have been the leading imports, we also 
imported—before the shipping shortage interfered 
—very substantial quantities of animal products, 
fruits, vegetables, grains, nuts and spices. 

By encouraging maximum production, and with 
the return of much labor to the farms after the war, 
we could greatly increase our supply; but it would 
be folly to make any permanent expansion in land 
usage or farm investment in equipment to serve a 
temporary European market on a charity basis. 

The need will be so great that all countries with 
a surplus of foods ought to be brought into what- 
ever plan is worked out; and these, as well as 
Europe, will need our farm equipment exports in 
great volume. As the task draws nearer, we suspect 
that more and more Americans are going to ask why 
it should be expected that Uncle Sam will be the 
only Santa Claus. On a relative basis, for instance, 
Argentina has far more surplus foods—and will 
have them after the war—than we. But from that 
direction we don’t hear any talk about the obligation 
to feed the starving millions—except for spot cash. 
The international paternalism espoused by some of 
our world planners will get very tiresome to our 
people unless it is brought down out of the clouds 
to earth and reality. 


BUILDING FOR THE FUTURE... In his recent speech 
Prime Minister Churchill referred to the increased 
savings being accumulated by the British people, 
and stated that the Government in the post-war 
transitional period would do everything in its power 
to stabilize the buying power of these nest eggs by 
retaining adequate controls as long as necessary. 

We have a similar situation in the United States, 
only more so. Last year individual savings totalled 
$28.9 billion, according to Government estimate, 
against $7.4 billion in 1941. The total will be much 
larger this year; and these vast sums of “stored-up” 
purchasing power will continue to accumulate 
throughout the war unless income tax rates are in- 
creased much more greatly than appears probable. 

It is estimated that by the end of this year the 
unfulfilled “demand” for consumers’ durable goods 
—headed by automobiles and tires—will approxi- 
mate $20 billion. Assuming that we remain on a 
war-economy basis through 1944, deferred civilian 
needs will be large enough to support a high level 
of economic activity for at least several years after 
hostilities cease—or to blow prices through the roof 
if premature relaxation of Government controls per- 
mitted a buying spree to be concentrated in the 
first vear of peace. 


“THE BIGGER THEY ARE—".... The bigger the 
are, the harder they fall. This is an old saying thy 
John L. Lewis has not worried about in his py 
conflicts with the Administration. But a new cautiyh 
seems to have come upon the man. At least, he hj 

managed to avoid a show-down in the form of af 
April strike in the coal-mining industry. But } 

remains to settle the wage issue, and on this Levit 
is still out on a limb. : 

If he gets any major part of his $2 a day wah 
increase demand, the wage stabilization form}. 
hitherto maintained by the War Labor Board yj 
automatically go out the window. That would hej 
stinging defeat for the Roosevelt Administration} 
and a public misfortune. If he gets nothing or yen} 
little, that would be the kick in the pants that mo 
of the American people have long thought \hp 
Lewis had coming to him. If then he risks calling 
a strike, naturally the Government will have tp 
break it. 

Meanwhile Lewis has been hauled before th 
Truman Committee of the Senate, on a_brusqy 
subpoena, to answer some questions on labor mat 
ters. This, when you stop to think about it, is prog 
ress—at least on a minor scale. Not so many yean 
ago, it was the habit of King Lewis to sit in thp 
Speaker’s office in the House and summon Congres: 
men before him for questioning as to their voting 
intentions on pending labor legislation! 








LEVELING DOWN ... It is not commonly realize, 
how greatly the present high income taxes lev 
down large incomes. One effect is to narrow sharplp 
the differences in net income—after taxes—amon 
corporate officers of varying ranks. This is strikf 
ingly illustrated in a recent proxy statement of th 
United States Rubber Company in which is listed 
the gross remuneration of officers and the approx: 
mate amounts left for them after payment of Fet 
eral income taxes but without allowance for Stat 
income taxes. 

Mr. Francis B. Davis, Jr., chairman and chid 
executive officer, was paid $150,420 last year, a 
$29,879 more than the $120,541 paid Presider 
Herbert E. Smith. After allowance for Federal ir 
come taxes payable this year, these amounts com 
down respectively to $43,527 and $39,046 or : 
difference of only $4,481. Between the top officer’ 
gross remuneration and the average remuneration 
of several of the vice-presidents, the gap is roughly 
$45,000 a year, but after Federal tax it is cut ti 
less than $7,000 a year. 

Of course, this is not exceptional. It is the sitr} 
ation in all corporations. The differences in ref 
sponsibility and ability are still there, but net ear 
ing power more and more tends to approach # 
equalitarian basis. If it were not for consideration} 
other than money— including prestige of office anip 
a sense of obligation to carry on during emergen!} 
times—equalitarian pay would incline many clder!|}) 
top executives to thoughts of the non-monetal!] 
compensations of retirement. 
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THE STRUGGLE FOR ECONOMIC POWER 
AFTER THE WAR 


Wiaex Hitler started on his plan of conquest, he 
contemplated a different world from that which is 
going to emerge out of this war’s fiery crucible. 
The mixture of different elements has created new 
amalgamations and produced situations which will 
harass and disturb the world, perhaps for a decade 
or more after the war has been won on the battle- 
field. 

While much of the immovable wealth of Europe 
has been destroyed, that which was easily transfer- 
able in exchange and securities has been shifted 
from one country to another, and in the last year 
much of it has been put to work in this hemisphere, 
building up production in undeveloped countries 
possessing an abundance of low-cost labor. 

Add this to the greatly increased agricultural and 
industrial capacity for total war all around the 
globe and you have a pretty good idea of the enor- 
mity of the difficulties. that will confront us in the 
period ahead. If, at the same 
time, you take into consideration 
the need for goods and the prob- 
lem of distribution in a poverty- 
stricken post-war world, you 
get some idea of the colossal 
financial problems that must be 
solved. 

The fact, too, that these people 
will of necessity have to sell their 
products and contend for all 
available markets further com- 
plicates the matter and calls for 
the most objective kind of think- 
ing: in handling this situation. 
Unless we do so, we can expect 
an intensification of the ham- 
pering nationalism which fol- 
lowed World War I and which 
brought about the present con- 
flict. 

The political repercussions 
are already so enormous that 
solving the financial-economic 
problems of the post-war period 
takes on an importance equal to 
that of victory on the battle- 
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field. It is clear the solution must be found before 
the peace can be discussed,—and that what can be 
accomplished depends greatly upon sincere cooper- 
ation between the United States, Britain and Russia. 
At the moment relations between the three are suf- 
fering from dissensions, rivalries and distrust, which 
must be speedily ironed out if the world is to con- 
valesce after this most destructive and enervating 
war. 

So-called realists who are seeking personal goals 
of wealth and power have been exerting a hamper- 
ing influence on constructive efforts. Among sug- 
gestions emanating from London is Mr. Maynard 
Keynes’ program for $8.00 to the pound sterling 
which is greatly to the disadvantage of the United 
States. The view expressed that our dollar is worth 
so little because of our lease-lend effort is certainly 
ironical, to say the least. Of all the British econo- 
mists, I like Mr. Keynes (Please turn to page 718) 
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The Stalin Iron and Steel Works in Kuznetsk, Siberia 
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What Market Action to Take Now 


The market's technical performance is favorable, as the industrial 


average moves into new high ground after a five-week consolidation; 


and our more inclusive indexes approach the early 1936 levels. Selec- 


tive purchases are advised under 
BY hh. Ss 


Summary of the Fortnight: Without benefit of 
decisive news, the Dow-Jones industrial average 
broke out of 5-week trading rut on the upside to the 
accompaniment of heavy volume. Character of 
leadership improved but lower price stocks continued 
to provide largest percentage appreciation. 


F IvE weeks of sidewise drift in the Dow industrial 
average, plus moderate decline in our more inclusive 
indexes during the week ended March 20, proved 
ample to provide technical consolidation of the 
year’s previous advance. 

At the lowest level since our last previous analysis 
was written, our weekly index of 273 issues had 
cancelled a bit over 11 per cent of this year’s net 
gain, while the index of 100 lowest-price stocks had 
cancelled approximately the same _ percentage. 
While moderate, correction in the general market 
was nevertheless more extensive than indicated by 
the Dow industrials. 

The question now presented is whether a new 
phase of sustained advance has been inaugurated or 
whether we are seeing a final blow-off—represented 
perhaps by a 6 to 8 point upthrust in the industrial 
average—prior to a much more extensive reaction 
than any yet experienced since the recovery began 
nearly a year ago. 

Those who make their market decisions in terms 
of the Dow industrial average—and there are 
numerous traders and investors who do—note that 
the “market” has now entered the resistance area in 
which the five-month intermediate recovery of 1940 
topped out. At that time, for about two months, all 
advances were stopped at or just below the 135 level. 
Then, immediately following the re-election of 
President Roosevelt, there was an apparent double- 
cross of the prevailing consensus, which looked for 
reaction; and the market spurted to a fraction above 
138. Some Dow theory students accepted that per- 
formance as a bull market signal—whereas it is 
now history, of course, that it proved to be a 3- 
point fillip to an intermediate recovery, followed by 
18 months of major decline. 

There are two reasons why we doubt that the 
135-138 level in the Dow average, constituting the 
1940 rally top, is of much technical significance. In 
the first place, the general market—of which the 
Dow thirty stocks are just a small part, and for 
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the qualifications detailed below. 
MILLER 


some time a lagging part—is already well above its 
1940 highs. As of last week’s close, our index of 
273 stocks, reflecting some 80 per cent of market 
transactions, was 16.2 points above the high of 
November, 1940, while the Dow industrial average 
was 3.56 points below its high in the 1940 recovery. 
In fact, with the exception of a couple of very brief 
periods during short-lived upturns in 1938, our 
broad index is now “in the clear” with respect to all 
upside resistance levels for more than five years 
back. 

In the second plece, this is a bull market—as we 
interpreted it many months ago—so that the 1940 
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mainly of flat spots, 
with demand pre- 
dominantly on a cash 
basis and liquidating 
pressure very light. 
But while the pace 
of advance this year 
to date must be 
viewed with very con- 
siderable skepticism, 
the immediate tech- 
r nical position does 

; not show trustworthy 
earmarks of weak- 
ness, and the short 
term odds look more 
bullish than bearish. 
The present renewed 
strength is all the 
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intermediate rally high in the Dow average does not 
seem of much significance as a point of technical 
reference. For some time this average has not been 
leading the market but following it. The chances 
are that, on the whole, this will continue to be the 
case, despite periods, such as recently, when higher 
grade stocks put on a burst of speed to close part of 
the gap. The rank and file of the market is now 
pushing into territory not substantially surpassed 
since early 1936 when another bull market was in 
progress. 

In approximately 11 months, our weekly index 
has advanced to 76 from 1942 low of 41.4, a gain 
of 34.6 points or about 83 per cent. In the first 11 
months of the 1935-1937 bull market, it advanced 
from low of 43.9 to 91, a gain of 47.1 points of 107 
per cent; and subsequently added 31 more points or 
36 per cent. The main technical difference between 
the two movements is that in this bull market to date 
more time has been spent in flat spots and the 
phases of advance have been more concentrated, 


while during most of the 1935-1937 bull market the: 


advance was steadier. Taken as a whole, as the 
above comparative percentages suggest, the advance 
has not been excessive, compared with a similar time 
span, figured from the starting low, of the 1935- 
1937 bull market. On the other hand, the pace of 
advance since the start of this year can only be 
considered abnormally fast—in a bit less than 3 
months: 21.5 points in our composite index and 
25.65 points in our index of 100 lowest price stocks. 
At that rate, the end of this year would see the com- 
posite index at approximately 140 or 12 points 
above the 1937 high; and the 100 lowest price stocks 
at index number of 145 or nearly 10 points above 
their 1937 high. We would not want to bet on that! 

The penalty for excessive speed in the market 
must eventually be an enforced slow-down or sharp 
reaction. So far the corrections have consisted 
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Washington. 

To investors whose funds are adequately com- 
mitted, our advice is sit tight. To those with idle 
cash, and who are temperamentally capable of 
riding the major trend with patience, our advice is 
to make selective purchases from among the stocks 
analyzed in this and other issues of THE MacazinE 
or Wat. Srreetr. As regards those inclined to 
short-run speculation, we can only say that the risk 
factor is increasing, rather than decreasing; and 
that the logical safeguard consists of only partial 
commitment of trading capital or of protecting com- 
mitments with reasonably close stop-loss orders. 

We remarked before, and repeat, that the per- 
centage odds during the remainder of this bull mar- 
ket, are still more great!y in favor of selected stocks 
of low or moderate price, than of the so-called 
quality issues. As compared with former major 
tops, these are still more depressed than the stand- 
ard market “leaders.” It should be emphasized that 
stocks priced at $5 to $25—twenty of which were 
presented in our issue of March 20—offer room for, 
and require, just as much care in selection as any 
other securities. Indeed, the mere fact that they are 
low in price should oi itself suggest to intelligent 
people the wisdom of “shopping” sensibly for values. 
To buy solely on the basis of low price is a very good 
start toward losing money. 

We wish to comment on one former “leader”— 
United States Steel. Around 56, this stock is only 
12 points above its bear market low; about 15 points 
under the high of 1941; over 20 points below the 
high of 1940; some 27 points under the high of 
1939; 15 points under the high of 1938; and about 
70 points under the high of 1937, in which year it 
paid a $1 dividend against $4 now. We know all the 
long-range uncertainties attaching to it; but we are 
forced to wonder whether they as greatly exceed the 
uncertainties attaching to other steels—Inland is 
up about 20 points from (Please turn to paye 718) 
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Appraising The New Deal's 


Post-War Plan for a Semi-Socialistic 
Economic System 


Under Which the Government Would 
"Go Into Business” in Partnership 
with Private Investors 


des President has dumped into the lap of Congress 
a series of proposals by the National Resources 
Planning Board calling for a hugely expanded So- 
cial Security program (the “American Beveridge 
plan”), and for Government action to guarantee a 
private or public job “at decent pay” to all willing 
and able to work. 


By LAURENCE STERN 


PART | 


can not now, or for a long time to come, represent 
anything more than a starting basis for discussion 
of the major economic problems that will confront us 
in the post-war world. They require acceptance and 
implementation by Congress, which currently is, on 
the whole, both hostile to the “program” itself and 





The latter objective 


. s A BED OF ROSES 
is the key arch in the 


proposed semi-socialist fii, © 
organization of our a 
economic structure. 


The recommended 
methods for building 
this arch include; (1) 
Large scale public 


works; (2) a domi- 
nating Government 


“participation” in the 
direction of many key 
industries; (3) a 
“voice” for labor in 
industrial manage- 
ment; (4) changes in 
Federal tax policy 
both to promote eco- 
nomic stability in the 
transitional post-war 
period of gradual de- 
mobilization, and_ to 
encourage productive 
long term private in- 
vestment. 

Immediate reaction 
to these controversial 
proposals was, of 
course, exactly what 





loath even to subject 
it to active considera- 






By Rube Goldberg. . 
ae tion and debate. It 
ja es now reposes in the 
ite a Ree leet a 
a hands of the prepon- 
derantly conservative 


Senate Finance Com- 
mittee, and probably 
will repose there for 
many, many months 
to come. 

But for investors, 
or any other thought- 
ful citizens, to laugh 
it off or dismiss it 
from their minds would 
be, in my opinion, a 
serious misjudgment. 
The cold fact is that 
problems of economic 
adjustment, of the 
most vital importance 
and of great complex- 
ity, will most assured- 
ly confront us. To 
turn thumbs down on 
the New Deal’s con- 
cept of how to go 
about solving them to 
the adequate satisfac- 
tion of the voting pub- 


ute (osneRG) = 








one would have ex- 
pected :—Bitter denunciation by many critics be- 
fore they had time even for the most cursory inspec- 
tion of the reports; and, on the other hand, 
enthusiastically complete endorsement from the 
“Left Wing” politicians, labor leaders and pub- 
licists. Let us see if we can take a calm and realistic 
look at them. 

To begin with, the proposals do not in any real 
sense constitute a “blue print” for action. They 
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New York Sun lic would be very sim- 


ple—but wholly negative. 

People who assume that private enterprise could 
provide the whole answer — with the Government 
merely in the stand-offish role of umpire—are dream- 
ing. In England and Canada—neither of which 
has a starry-eyed “New Deal” government—gener- 
ally similar proposals for government-sparked and 
government-controlled economies, and for greatly 
broadened social guarantees to the individual, are 
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under active discussion; and, whatever the final 
modifications, will beyond question be adopted in 
large measure. 

Any administration in power at Washington after 
the war will have to come to grips with the problem 
of maintaining a very high 
and rising level of employ- ee 
ment and national income, POE cee 
and of satisfying the mass {« , 
demand for increased eco- 
nomic security. 

Any administration in 
power at the time will have 
to decide what to do with the 
vast industrial capacity 
which the Government al- 
ready owns. Much of this 
capacity is potentially con- 
vertible to non-war produc- 
tion. It belongs to the 
American public. Are we 
going to junk it, maintain 
it in idleness or try to put 
it to productive use? 

If we seek to put it to 
peace-time uses, there are 
only three courses open to 
us. The Government could 
operate the plants. Or it 
could sell the plants (at fire- 
sale prices) to such private 
enterprisers as cared to bid 
for them. Or it could try to 
work out arrangements for 
joint Government-private ownership and operation, 
which is the line taken by the National Resources 
Planning Board. We have a joint set-up now in 
hundreds of these plants, in that they are Govern- 
ment-owned but privately managed under (in most 
cases) a cost-plus-fixed-fee basis. To operate these 
plants after the war under joint public-private 
ownership would be to invite private enterprise to 
assume a partnership role with the Government— 
not for the Government to “horn in” as the unin- 
vited partner of functioning private enterprises. 

What will actually be done will largely depend 
upon the collective political decision made by the 
public in the presidential election of next year. Why 
did the President choose this time to submit to Con- 
gress what is at least a positive approach—sound or 
not, acceptable or not—to post-war economic plan- 
ning and an expanded Social Security system? To 
assume that the grand strategy of politics had noth- 
ing to do with it would be most naive. Here is the 
backbone of the New Deal campaign platform for 
1944, calculated (especially the flat guarantee of a 
job for everybody) to be an appealing vote-getter 
for Mr. Roosevelt if he seeks a fourth term or, 
otherwise, for his nominee. 

But the New Dealers who framed the NRPB pro- 
posals are themselves naive if they assume that the 
reelection of Mr. Roosevelt would of itself insure 
adoption of their program. The odds are that we 
will be at war—with Japan, if not with Germany 
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also—during the 1944 political campaign. If so, 
the President’s generally satisfactory conduct of the 
war as Commander-in-Chief in all probability would 
get more votes than any domestic post-war plans he 
could espouse. Assuming the President’s re-election 
and this is not a predic- 
tion—TI don’t think it is at 
all fanciful to hold that there 
is a better than even chance 
that something very similar 
to the present division of 
political power would be con- 
tinued: that is, with a voting 
majority well satisfied on 
the one hand with Mr. Roose- 
velt as the War President, 
but: equally satisfied on the 
other hand with a “watch- 
dog” Congress predominant- 
ly conservative in its eco- 
nomic-social leanings. 

Unless I am badly mis- 
taken in my judgment of the 
basic political status, there 
is no chance that the Gov- 
ernment itself will operate 
converted war plants in pro- 
duction of civilian goods in 
competition with private in- 
dustry. By public convic- 
tion—and by tacit New Deal 
admission—the Federal ad- 
ministrative bureaucracy 
just hasn’t got what it takes 
to handle that kind of a job. Obviously, the war 
effort has won strong popular esteem for private 
industrial management, and the opposite for bureau- 
cratic management. No campaign oratory will wash 
this out. 

Following through on this line of reasoning, it 
probably would be a hard, uphill job to “sell” Con- 
gress and the public on the idea of joint Govern- 
ment-private ownership and operation of converted 
war plants in civilian production, but it might con- 
ceivably be done in time as regards some of the 
plants. It should be noted that the idea of “mixed 
corporations”—stock held partly by government, 
partly by private investors — is not a New Deal 
concoction. In limited numbers, such corporations 
have long existed in capitalist England in certain 
fields—and they are well managed. 

What will probably be most feasible—politically 
and otherwise—will be to maintain a goodly number 
of the Government-owned war plants, at least in 
standby condition, for reasons of military security ; 
to sell others outright to private enterprisers; and 
to junk the rest or leave them idle. 

With the Board’s recommendations for gradual 
demobilization to ease the readjustments in employ- 
ment, there can be no disagreement. But it should 
be noted that the end of the war probably will find 
us with something like twice as many people en- 
gaged in production of war goods than will be in 
the armed forces. Even though we must count on 
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maintaining a much larger military establishment 
for some years after the war than we have ever be- 
fore done in peace time, this could not require main- 
tenance of the war industries on anything like their 
present level of activity. There will be big surpluses 
of equipment and munitions, so that continued out- 
put after the war would be economically wasteful— 
but it would also be economically wasteful and 
disruptive in impossible degree to throw millions of 
war workers out of jobs quickly by wholesale can- 
cellation of war contracts. Hence, “demobilization” 
of war workers must also be gradual. 

There is one thing in the proposals which will get 
the praise of conservatives and the denunciation of 
those on the other side. This is that in the post-war 
period the revenue program should place “less re- 
liance” on corporate taxes; and relatively more 
reliance on a broad-based, progressive individual in- 
come tax. This is not only economi- 


cally wise, but the *“‘middle-of-the- There's a Growmg Difference of Opinion as to Just 
W hat Utopia Is 


road” political trend suggests that it 








down from the top in income and level up from 
the bottom. We might as well get used to it, though 
it is feasible to insist on and fight for the “rule of 
reason.” After all, the basic thing is that the where- 
withal for Social Security must be produced before 
it can be distributed. “Social Security” will be a 
farce and a sham unless we can foster a dynamic, 
expanding economy based much more on the driving 
force of productive private enterprise than upon 
the controlling hand of the Government—although 
it must be acknowledged that the latter in important 
degree is unavoidable in the present world. Our 
more enlightened business leaders know this, and 
don’t expect to “carry the ball” entirely on their 
own. What they plead for mainly is no longer to 
be “let alone” but for more intelligent, good-willed 
cooperation between Government, business and labor, 

It is impossible to estimate the amount of money 
that will be funneled through the 
Government’s hands—and thence, as 
outgo, into the streams of production 





is likely to become feasible—although 
not until after the war. 

Meanwhile, it is suggested that the 
tax law be changed now to authorize 
tax-free establishment of post-war 
conversion reserves by corporations. 
Obviously, that would be sensible and 
in the interest of post-war economic 
stability. Many companies are al- 
ready setting up such reserves but 
have to pay taxes on them as earn- 
ings. More would do so under the 
tax change proposed. 

The somewhat vague proposals on 
Social Security call, among other 
things, for coverage of many more 
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and consumption — after the war, 
Fiscal policy will have to continue 
very substantially on an emergency 
basis throughout the immediate 
transitional period for possibly a 
year or more. Beyond that, regard- 
less of political changes, maintenance 
of a substantial military establish- 
ment, socially and economically de- 
sirable public works and_ whatever 
Social Security program is estab- 
lished will require a total Federal 
in-o and out-go far bigger than we 
have been used to in the past. Hov- 
ever, this of itself need not be a 
“drain” on the productive economy, 








persons, for “adequate medical and 
health care” for all, and for “equal 
access” to all in education from the primary schools 
through the universities. It is not quite a “cradle 
to the grave” paternalism since, unlike the Beveridge 
plan proposals in England, it makes no reference 
to funeral expenses. Presumably the “health care” 
provisions are broad enough to allow for financial 
help in the matter of births. 

The report does not even make any reference to 
the prosaic matter of the cost of such an expanded 
Social Security system, much less attempt to esti- 
mate it. You can get a rough idea, however, by 
- noting that it is estimated that the cost of the 
Beveridge plan, if it were applied in the United 
States, would be somewhere around $15 billion a 
year. Of course, part of the cost would be met, on 
a semi-insurance basis, by taxes paid by individuals 
covered, but that would still leave a much increased 
load to be carried by payroll taxes payable by em- 
ployers. Some observers hazard the belief that the 
program would involve at least a 10 per cent pay- 
roll tax for the employer’s part. 

Essentially, any Social Security plan—like the 
graduated income tax—is a mechanism for redis- 
tribution of the national income. Whatever the 
means, the tendency in all major nations is to level 
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also pays out—-but it will be both a 
drain and a drag unless tax policy and distribution 
of income are such as to permit, and not stifle, pro- 
ductive private investment in maximum degree; and 
unless the Federal debt problem is wisely managed. 


PART Il 


There are now 1,479 war-plant projects owned 
by the Federal Defense Plant Corporation, of which 
1,022 are in production under the management of 
708 private concerns in 43 states. The total invest- 
ment is $9,175,190,000. Naturally, this aggregate 
factory capacity greatly surpasses the average of 
private-owned capacity in modernity. The struc 
tures, the lay-outs and the machinery represent the 
last word in American technical genius. The aver 
age machine tool in these plants is at least twice — 
possibly three times—as efficient as the average m* 
chine tool in privately-owned industry. 

The plants include 344 making aircraft engine 


or parts, 51 for airplanes and gliders, 70 for ord-| 
nance, 54 for radio and communications equipment} 
161 for machine tools, 42 for ships, engines and} 
parts; 87 for steel and pig iron; 43 for productiotf” 
or fabrication of alum- (Please turn to page 718) 
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By V. L. HOROTH 


Ix DISCUSSING foreign investments we have pointed 
out on several previous occasions in these pages that 
as a result of war-time developments the conditions 
for the investments of foreign capital in Latin 
America have definitely improved. The United 
States has committed itself to spending something 
like 2 billion dollars for Latin American strategic 
materials and for the improvement of transporta- 
tion and defense facilities, in addition to current 
purchases of consumption goods. 

Our Metals Reserve Company alone has con- 
tracted, since its organization in 1940, for over 
$1,400 millions worth of various strategic materials, 
mostly from Latin America. The Defense Plant 
Corporation is spending over $50 million on the ex- 
tension of mining facilities, and the Defense Sup- 
plies Corporation is putting up large amounts 
for purchases of sugar, cordage fibres, cinchona 
and a number of other Latin American products. 
Finally, the Export-Import Bank was authorized to 
finance projects throughout Latin America to the 
tune of some $500 millions, according to its Decem- 
ber 31, 1942 statement. Of this amount $85 millions 
were actually spent. 

At the same time, Latin American countries have 
been forced by sheer necessity to industrialize and 
diversify their agricultural pr oduction. Hence, they 
will emerge, by “the time the war is over, not only 
with a large physical capacity for production, but 
also with a more diversified one. The productivity 
of the individual in Latin America will also have 
increased, and so will have his purchasing power. 

Not all wartime influences have, however, been 
favorable to a balanced development. 
markets and the inability to ship bulky foodstuffs 
and other consumption goods have hit hard those 
sections which were primarily dependent upon agri- 
cultural production and did not share in the boom 
in mining and manufacturing. Nor will Latin 
American countries escape some post-war readjust- 
ments, especially jf they are faced with the compe- 


APRIL 3, 1943 


The loss of . 
















Philip Gendreau 
A street scene in Buenos Aires, Argentina. 


tition of synthetics and of Southeastern Asia. 

Latin Americans already have more money, and 
their living standards are rising, as can be judged 
from the remarkable increases in the consumption 
of electricity, foods and other products, the prices 
of which have advanced only moderately. They ap- 
parently have also more money in banks, though the 
purchasing power of these savings has, of course, 
been affected by rising prices. But whereas the 1938 
per capita deposits in Argentina were, for example, 
about $89 and in Chile about $25, in the Fall of 
1942 they were some $120 and $42 respectively. In 
general, capital is being created in Latin America 
in a volume perhaps greater than ever before. More- 
over, this native capital, which hitherto was invested 
chiefly in agriculture, small trades and industries, 
is now being attracted to an increasing extent to 
large scale industry and even to mining, “which have 
been almost exclusiv ely developed by foreign capital. 
Manufacturing in particular has been attracting 
new capital for, with foreign competition almost 
eliminated, profits have come easy. 

These are, of course, all changes that immediately 
meet the eye. The fact that there has been only a 
moderate increase in the public debt of most Latin 
American countries, and that their tax rates in con- 
trast with the belligerent countries have remained 
low, is also an important consideration from the 
point of view of an investor or an industrialist ready 
to enter Latin American markets. Judged by the 
limitations that private enterprise is likely to face 
in Europe or even in this country at least during 
the reconstruction period, Latin America would be 
likely to appear as a veritable heaven for an en- 
trepreneur or investor, were it not for what was 
recently called “fa new international philosophy of 
investment” to which Latin American countries 
heartily subscribe, but on which foreign investors 
have yet to be sold. 

Since the Great Depression, most of the Latin 
American countries have become intensely national- 
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istic, in the sense of desiring to secure a greater 
control of foreign enterprises located within their 
boundaries. The Second World War has, if any- 
thing, intensified the desire on the part of Latin 
America to free itself from its ‘“semi-colonial” 
status, as its dependence upon foreign markets and 
capital resources is often termed. As Mr. Eric A. 
Johnston, president of the United States Chamber 
of Commerce, who has just returned from an ex- 
tensive tour throughout South America, has put it, 
“Latin Americans do not object to seeing some 
equity interest held by foreign investors, but they 
would like to exercise some authority.” 

On the other hand, the foreign investor is also 
quite right in arguing that he must have reasonable 
assurance that the control of his enterprise will not 
be used to confiscate the equity that he still holds, 
and that the enterprise will be permitted to operate 
without undue and inequitable restrictions. From 
whom will such a guarantee be forthcoming? From 
the Latin American Government, or from ours, or 
from both? 


The nature of the compromise between the nation- 
alist policies of individual Latin American nations 
and outside capital may differ from country to 
country and from enterprise to enterprise. The best 
solution thus far offered proposes a partnership be- 
tween local and foreign capital. But what form 
such partnership will take without adequate develop- 
ment of money market facilities, permitting the of- 
fering of securities, is still another story. Hitherto, 
Latin Americans have not been “stock market” 
conscious to the extent that we or the British have 





THE ABC COUNTRIES ECONOMIC and FINANCIAL STATISTICS 
(All figures in Millions of National currency) 























1942 
(Latest 
1938 1939 1940 1941 = Avail.) 
Gold Reserves (end of year) 
OE Ee 1,224 1,224 1,071 1,075 1,076 
Brazil 160 195 250 345 
Chile (gold pesos) ............ 143 146 147 148 179 
Foreign Exchange Reserves (End of year) 
ee 71 171 258 467 918 
ee 846 834 284 894 
Chile 27 25 23 47 61 
Commercial Bank Deposits (end of year) 
NID sce cscassasctunsdinbanceacs 3,791 3,913 3,940 4,585 5,196 
Brazil 11,665 12,523 13,714 16,531 17,318 
Chile 1,945 2,049 2,152 2,469 2,937 
Savings Bank Deposits (end of year) 
SIIIED Gitobenctnarnisnsninsmanecee 134 144 153 168 184 
ER 597 692 819 935 1,056 
Foreign Trade 
Argentina: Exports ............ 1,400 1,573 1,428 1,465 1,783 
Imports 1,461 1,338 1,498 1,277 1,274 
Brazil: Exports 5,096 5,615 4,967 6,729 
imports 5,195 4,983 4,964 5,514 
Chile: Exports 674 660 680 768 860(e) 
Imports 502 410 506 525 620(e) 
Government Revenue, Receipts & !nternal Debt 
Argentina: Expenditure ...... 1,278 1,460 1,320 1,371 2,015 
vax receipts .... 795 754 715 680 730 
Internal debt... 3,357 3,750 4,094 4,642 
External debt .. 1,174 1,099 1,062 1,023 
Brazil: Expenditure. ............ 4.144 4,335 4,630 4,881 5,026 
Tax receipts ............ 3,880 3,795 4,03 4,125 4,389 
Internal debt .......... 11,687 12,593 13,808 
External debt ........... 6,305 6,197 6,342 
Chile: Expenditure .... 1,664 1,959 2,404 3,151 2,933 
Tax receipts 1,394 1,378 1,597 1,892 2,043 
Internal debt .......... 1,785 2,196 2,485 2,794 
External debt (U.S.$) $381 $351 $346 $342 
Exchange: (in U. S. cents) 
Argentina (official) .......... 32.6 30.9 29.8 29.8 29.8 
Brozil <a 5.8 6.0 6.1 6.1 6.1 
Chile* me pastas 5.2 5.2 5.2 5.2 


* Chilean gold peso 21 cents. (e) partly estimated. 
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not have money. The enterprises developed }y 
Latin Americans have as a rule been family affajy 
rather than public corporations. Undoubtedly , 


certain element of risk will be added if the contr f the 


of an enterprise is in the hands of native capital, 
though, on the other hand, it is being argued that 


mixed ownership is less likely to be discriminated [ 


against. 


Exchange Reserves 


Most of the Latin American countries have built f 


up sizeable exchange reserves. It is hoped that thes 


reserves will be used to stabilize the exchanges. If [ 


such stability is achieved, and incidentally most of 
the Latin American currencies have been stable in 
terms of the dollar during the past two years, and 
if the investor is able to withdraw some of his profits 
regularly and at a fixed rate of exchange, he will 
be less likely to object to other limitations. 
However, not all Latin American observers agree 
that the accumulated gold and dollar reserves will 
last long into the post-war period. The argument 
runs that in some cases foreign exchange reserves 
are the result of the sale of merchandise that had 
been paid for, but that as in the case of coffee or 
sugar, remain still to be shipped. Since most of the 
Latin American countries are literally starved for 
merchandise, their currency reserves may become 


exhausted in paying for increased imports long be- f 


fore new exports for cash are possible. 


The most important countries in Latin America f 


from the point of view of the investor or entrepre- 
neur are Argentina, Brazil and Chile. At the end 
of 1941, our investments in dollar bonds of these 
three countries amounted to about $519,000,000, 
or 60 per cent of our total investments in Latin 
American bonds. Argentina was easily the most 
credit worthy, with all but 3 per cent of outstanding 
bonds paying interest, which on $182 millions of 
bonds amounted to about $8 millions in 1940. The 
next best was Chile, with 75 per cent of its $179 
millions of bonds outstanding in default. The $228 
million of Brazilian bonds were practically all in 
default. 

Our direct investments in the ABC countries came 
in 1940 to about $1,041,000,000, or also about 60 
per cent of our total direct investments in other 
Americas. Practically two-thirds of the $414 mil- 
lions invested in Chile was employed in the produc- 
tion of copper and nitrate. Of the $388 millions 
invested in Argentina, more than half represented 
public utility holdings, and the remainder, manufac- 
turing and distribution companies. The bulk of 
direct investments in Brazil ($240 millions) was 
located in manufacturing and distribution enter- 
prises. 

The considerable improvement of the ABC coun- 
tries’ securities during 1942—especially pronounced 
in the case of Brazilian bonds—reflected the easiet 
transfer position brought about by the accumulation 
of foreign exchange reserves and the solving of some 
of the war-created problems following our huge pur- 
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chases and defense expenditures. Undoubtedly im- 
roved future possibilities were also an important 
factor both as regards the post-war expansion of 
the ABC countries themselves, and their chances of 
selling more products on the Continent of Europe 


° war is over. 
inated } when the ove 


The improved position of nitrate and copper 
companies, whose profits are the major factor in 
determining the retirement and the servicing of 
Chilean dollar bonds, was another favorable de- 
velopment. However, the interest payment of 
$16.80 per $1,000 bond announced for February 1, 
was much less than the bondholders expected. As 
the “Inter-American” Monthly pointed out, “more 
would have been available, had the Chilean Govern- 
ment seen fit to use half of the earmarked funds for 
the purchase and retirement of bonds as provided in 
the debt plan. Nearly 10 per cent of the entire 
external funded debt could have been retired out of 
1942 receipts.” 


Why Bonds Have Advanced 


The accompanying table of the economic and 
financial statistics of the ABC countries illustrates 
some of the developments that have brought about 
the improvement in the dollar bonds, i.e., the expan- 
sion of the gold and foreign exchange reserves, the 
foreign trade position, and the Government ac- 
counts. It will be seen that the budgetary expendi- 
tures of the ABC countries, though considerably 
higher than in the pre-war years, are exceedingly 
small when compared with the outlays of the belliger- 
ents. Argentina, for example, spent the equivalent 
of $600 millions in 1942. Brazil about $300 mil- 
lions and Chile $150 millions. 

The expanding purchasing power is reflected in 
the growth of commercial and savings bank deposits. 

Diversification in the ABC countries, together 
with Peru and Mexico, is probably the most exten- 
sive in Latin America. Some truly revo- 





United Nations is bound to result in political up- 
heaval in Argentina, where since 1930 the power has 
been in the hands of the conservative party which 
has successfully controlled one election after an- 
other. The party rules the country more or less in 
the interest of some 2,000 land-owning families. 
These stem mostly from old Spanish settlers and 
among them they own about one-fifth of the whole 
area of the country, which incidentally is also most 
fertile. The land barons of the conservative party 
have right along favored the victory of the Axis 
powers, because they honestly believed that the 
Hitler-controlled Continent of Europe would con- 
stitute a natural outlet for Argentine wheat and 
beef and also because they regarded the corporate 
fascist state offering the most convenient pattern 
for perpetuating their own position. 

The great majority of the Argentines, however, 
are staunch supporters of the United Nations’ cause, 
and members of the radical party which triumphed 
during the Twenties under the presidency of Dr. 
Alvear, who was responsible for much social. legis- 
lation, and of Dr. Irigoyen. The death of General 
Justo who was to unite the opposition upset all 
plans. At present there is no strong leader. The 
party is negotiating for the formation of a demo- 
cratic union with a small but active socialist party 
in anticipation of the forthcoming Presidential elec- 
tion scheduled for September this year. So far the 
only known candidate, Dr. Patron Costas, has the 
backing of the conservative party. 

In contrast with its effect on Argentina, the 
United Nations’ victory is not likely to have any 
repercussions in Brazil, which since 1930 has been 
under more or less the personal rule of Dr. Getulio 
Vargas. Under his regime, which has become in- 
creasingly benevolent, though by no means demo- 
cratic, Brazil has become politically and economi- 
cally united as never before. This accomplishment 
together with an unusual (Please turn to page 721) 





lutionary changes took place during the 
past ten years. By 1940 the Argentine 
census reported that out of the gainfully 
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A CENTURY OF PRICES 


WH the History of P. revious War Snflations 
real P o5t- Wh Deflations Isc Kepeated r 





A. A cardinal and obvious principle of capitalist 
economics, the “price” of things has always been the 
most effective regulator of production and consump- 
tion. Price changes serve as a kind of governing 
wheel, eventually balancing supply with demand. 
When supply of a marketable product decreased, 
price would rise. This would retard demand and 
induce increased production. In time, increased pro- 
duction would lower price and increase demand. 
Artificial control of prices of individual commodities 
has always proved impractical unless supply was in 
the hands of so few owners as to be monopolistic. 
The same principle of supply and demand and 
price applies to what we economists call the “general 
price level”—that is, it applies in time of peace; 


and it applies at least partially in time of war, to 
the extent that Government controls do not fully 
replace the automatic control that price normally 
exercises. 

A glance at the long-term price chart below will 
remind you that major wars have always had pro- 
foundly revolutionary effects upon commodity sup- 
ply-demand relationships and therefore upon the 
general price level. The big wars—“big” in propor- 
tion to the percentage of people and productive re- 
sources mustered into service—have in each instance 
resulted in a major price inflation and without ex- 
ception thus far such war inflations have been fol- 
lowed by major price deflations. 

In historical perspective, it will be noted that the 

















af ! 
| 
| 











1926=100 2 


1 
I 80 = o ide: Fa: sb | \ an Sree” Wee. Se! 
, ee | | sree a 
160 : : ) ! rk E— 
: q . ‘ | ' “A B 
Rarar ae “WHOLESALE COMMODITY PRICES we BB 
140;-——+- He OS U.S.B.L. -E= 


| eae 
| | Oar fee 





| 


nN 
oO 


~ Ss U.S. BRITISH WAR 








‘il 











MEXICAN WAR <."+.*. 
ALIFORNIA AND AUSTRALIA GOLD DISCOVFRIFS 





. 
ne 
-" a 





lt | 








60 Pe. 


40 


; 
L 
7 

vA 
DEPRESSION 
> 0.8. 
qc 
ie 
a 





Pe Se 
lane 








ae ere kd ae 





























PANIC 


PANIC ——>> 


DEPRESSION 
CIVIL WAR 

































THE MAGAZINE OF WALL STREET 










stre 
ove 


the 
im] 
trie 
Wa 
infl 


ma, 
Ka 
was 
thr 
sub 


occ 
to | 


of 
hac 
In 

18] 
ant 
ren 
fol 
anc 


19) 


int 
to 

pri 
it 1 


oT 





r, to 
fully 


nally 


will 
pro- 
sup- 

the 
por- 
e re- 
ance 








= 


EET 





periods of dynamic war-rise in the price level were 
short—two to four years; but that, in contrast, the 
price declines that followed major wars were 
stretched out over very long periods of time. 

It isn’t the fact of war that is decisive but the 
over-all economic strains involved. Thus, minor wars 
—such as the Spanish-American War of 1898, or 
the Mexican War of 1846-1847—had no significant 
impact upon the price level. Wars of other coun- 
tries — Crimean War, Franco-Prussian War, Boer 
War, Russo-Japanese War—also had no important 
influence on owr price level. 

We are now having our fourth experience with 
major war—and its inflationary force—since 1812. 
Earlier there had been our Revolutionary War. It 
was certainly inflationary, but we lack price data 
through which the period can be compared with 
subsequent history. Our War of 1812 happened to 
occur at a time when the Napoleonic Wars in 
Europe were in full fury, and this may have tended 
to augment our price rise, although it is debatable. 

After each of our three great war-inflation periods 
of the past, prices in due time sank lower than they 
had averaged in the year preceding start of war. 
In the first two instances—following the War of 
1812 and the Civil War—prices went very import- 
antly lower than they had been before the wars and 
remained low for decades; while in the third case, 
following our First World War, prices only in 1932 
and 1933 averaged under what they had been in 
1913 and the temporary difference was moderate. 

Looking at the long-term chart, one of the most 
interesting facts is that in the century from 1800 
to 1900 there was a very large net decline in the 
price level. The charted pattern suggests that, had 
it not been for the two war periods, the price trend 














probably would have been pretty consistently down- 
ward, subject to but transient “rallies,” throughout 
those approximately 100 years. 

On the other hand, it is equally interesting to note 
that in the late 1890’s there began a persistent up- 
trend in prices that was not explainable by war. 
From 1896 to 1910 average wholesale prices rose by 
about 50 per cent or roughly 3.5 per cent per year. 
The reasons make interesting exploration; and 
whether or not that uptrend would have continued 
had there been no World War makes interesting, but 
futile, speculation. 


Supply-Demand Relationships 


Before we look a bit deeper, however, let us re- 
mind ourselves right here that price is not really an 
absolute figure but a relationship—a relationship 
between commodity value on the one hand and the 
value of money on the other hand. Both are vari- 
ables and the varying values are due largely to 
changes in supply. Let us illustrate: If the supply 
of commodities is unchanged, but the supply of 
money is greatly increased, then the money-value 
of commodities tends to rise and the commodity- 
value of money to decline. We are seeing this infla- 
tionary process now. The supply of money available 
to consumers is increasing greatly and rapidly, but 
the supply of consumer goods can not be increased. 
People speak of the “scarcity” of goods; yet in a 
physical sense the supply of necessities of life is 
even larger than it averaged in the several years be- 
fore the start of the war. To date, then, the domi- 
nant price-raising factor is increased money supply. 

Conversely, if the supply of commodities increases 
while the supply of money is unchanged—or in- 
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creases faster than money supply increases 
—the tendency is for declining money value 


of commodities and rising commodity value loa 
of money. 

Now, for many generations the supply of 160 
money — for all practical purposes — was 
the same thing as the supply of gold. We 140 
had but a crude banking system and gold 
was the master of credit. With a frequency 120 
that looks startling in retrospect, “dear 
money” choked off expansion periods and 100 


precipitated panics. 

On the whole, the Nineteenth Century 
was one of great progress in mechanization 
and industrialization—making for larger 


80 


output of goods at lower costs. During 60 
most of that century the supply of market- 
able goods increased faster than the supply 40 


of money, which explains the downward 
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bias in average prices for that whole long 
period with the exception of the two inter- 
ludes of war and with the exception of periods of 
important gold discovery or excessive speculation in 
this country. 

Using the oldest data available, gold production 
from 1792 to 1847 appears to have averaged an 
annual value—at the old parity of $20.67 per ounce 
—of less than $500,000. It was less than $1 million 
in 1847. But with the discoveries in California it 
jumped to $10 million in 1848, $40 million in 1849, 
$50 million in 1850; and for some years thereafter 
maintained an annual level of $50 million or there- 
abouts. This expansion in the money base, which 
for a time outran the increase in supply of goods, 
was the reason for rise in the price index from 56 
in 1848-49 to 76 in 1857—but then came a panic 


our great Alaskan discoveries; while the same era 
saw large expansion of gold output in South Africa. 

It must be emphasized that it is possible only to 
discuss general tendencies in these matters of prices, 
money supply and commodity supply. The rela- 
tionships have never been precise and always the 
effects of changes in supply of goods or of money 
have been modified or intensified by variable psycho- 
logical factors. 

Also there is no such thing as a completely ac- 
curate price index, especially one going back almost 
150 years. Some theorists would say our price chart 
should have been adjusted for the change in the gold 
value of the dollar, but in our opinion this would 
distort the picture more than clarify it. Revaluation 

of the dollar, as we all know, did not of it- 
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self raise our internal price level in propor- 
tion to the change in gold price. Always 
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many individual prices are fixed by factors 
or customs relating little to changes in 








money supply. 
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An inherent inaccuracy in price indexes 
—especially those for long term—is their 





FARM 





PRODUCTS // 


inability to allow for changes in the quality 
of goods. The normal situation in this 





work-a-day world is a buyers’ market in 
which sellers have to keep on their toes to 
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do business. As a result, the normal long- 
term trend is toward increased quality of 











consumer goods. The weight or bulk may 
be identical with older goods, but the new 
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decd efficiently, etc. 
“ Thus, a long term price chart — except 
in war time is biased on the high side in 








and depression; and prices appeared to be resuming 
their long-term downward trend until the Civil War, 
for a time, interferred. 

Over the entire time covered by the graph, the 
most impressive period of rising prices not associated 
with war was that of 1896 to 1910. This was also 
a period of important gold-money expansion due to 
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that it shows prices higher than they would 
be if it were possible to construct the index on the 
basic of intrinsic quality of goods in relation to 
price. At the present time—as always before in war 
—the opposite is true. We have a sellers’ market 
and the sellers can make, and are making, a lot of 
“adjustments” which result in you getting less 
quality for your money, though the poundage or 
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| cisions and actions of political government. 


' and as far after the war 





bulk may be unchanged. I venture the guess that 
the “real” price level today may be 10 per cent 
higher than that indicated by the Department of 
Commerce wholesale price index. 

It is futile to speculate how high prices may go 
in the course of this war, because the answer will 
depend not upon economic factors but upon the de- 
The 
regulatory function of prices that works so well 
under a reasonably free capitalist economy simply 
must be discarded under total-war conditions. On 
the whole, and despite some exceptions, high price 
will not stimulate production of goods for civilians 
under existing conditions; nor can high prices ade- 
quately reduce consumer demand. Prices during 
war must be fixed by the Government; and ration- 
ing, rather than price, must increasingly be the 
mechanism that determines distribution. 


Degree of Rise 


Just before the start of the present war the price 
index was 75, comparing with 1913 average of 70 
and high of 167 in May, 1920. It is now just above 
101. This is 41 points above extreme depression low 
in early 1933 but 66 points under the inflation peak 
thrown up by World War I. Although 101 can not 


be called an extreme price level, it is worth noting 


that it is nevertheless “unusual.” If we can judge 


| by a century and a half of past history, it is con- 


siderably above the average of peace-time expec- 
tancy. The higher it goes during the rest of the war, 
the stronger the probability of proportionate price 
deflation at some time after the war. The post-war 
price adjustment—opposed by governmental meas- 
ures so far as concerns farm prices, which are having 


_ the widest inflation now—will no doubt run through 


several phases and may take some years to complete. 
But there are two notable respects in which the 
price history of the past is no longer a reliable guide 
to the future: 
First, so-called “natural economic law” is no 


| longer accepted as supreme. It is held to be a pri- 


mary responsibility of the Government to foster a 


» high level of employment and business activity, and 


to prevent excessive rise or decline in prices. This 
“interference” is far from infallible, as witness the 
sharp, though short, tailspin of 1937-1938 under 
New Deal “management.” But there are good 
grounds for holding that Government action will 


. probably prevent the general price level from rising 


as far in this war-inflation—or falling as rapidly 
as was the case during 





and after previous wars. 
Second, one of the most profoundly significant 
facts of our time is that over the past twenty-five 


| years and especially during the past ten years the 
' Monetary-credit system has been made subservient 
| to the needs of production and commerce 
) political government. The government, which has 





and 


become and will remain by far the biggest of all 

trowers, sets the wages (that is, interest rate) of 
money. Because both of a vast gold supply and 
modern credit mechanisms that permit an expansion 
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of money supply undreamed of throughout the 
Nineteenth Century, it is highly improbable that 
ever again could “money shortage” or “tight money” 
have major influence on the business cycle and the 
broad commodity price trend—except as Govern- 
ment deliberately adopts restrictive credit measures 
for “control” purposes. As regards the latter, as 
we saw in 1937-1938, the psychological effect is out 
of all proportion to the actual change effected in 
money supply. 

I said before that there is no precise relationship 
—only a very general one—between money supply 
and the price level. For instance, in 1939 the money 
supply (all bank deposits plus currency in circu- 
lation) was about three times larger than in 1913; 
but prices averaged 77 for that year, against 68 in 
1913. At the present time, total money supply is 
substantially more than twice as large as it was at 
the peak of the World War I inflation, but the price 
index is nearly 40 per cent lower. 

We shall come out of the war with our total money 
supply—bank deposits and currency in circulation 
—permanently enlarged and very much greater 
than before the war. Of itself, this would tend to 
support a price level higher than before the war, 
though lower than the highest level reached during 
the war. For six years after the end of World War 
I prices averaged about 50 per cent higher than 
during the decade preceding the war. 

But don’t forget that the other part of the equa- 
tion is the supply of goods. The World War great- 
ly intensified the mechanization of agriculture and 
technical advance in the extractive fields, while at 
the same time adding large new capacities in indus- 
try, mining and agriculture. The effects were tem- 
porarily obscured while we were making up the ac- 
cumulated shortage of civilian goods in this country 
and financing large exports to Europe. But even 
before the crash in 1929, the price structure was 
gradually weakening and 1925 had been the peak 
price year for that boom period. The commodity 
glut — centering mainly in agriculture and non- 
ferrous metals—was coming home to roost. 

After this war the reservoir of accumulated de- 
mand for civilian goods will be much larger than 
after the last war. Export volume probably will be 
rather large for at least several years—though it is 
worth noting that public and official opinion in this 
country is swinging toward the view that we must 
“lend a helping hand” without becoming Santa 
Claus to the world. But the longer prospect for our 
foreign trade, which has an important bearing on 
production and prices, is at present highly con- 
jectural, indeed. 

On the whole—taking into account deferred needs, 
expanded money supply, only gradual demobiliza- 
tion of fighting men and war industries, and the 
time required for physical reconversion of durable 
goods plants to civilian products—I believe the 
price structure will be much less vulnerable to 
drastic primary post-war adjustment than it was in 
1920-21, when over a period of some 19 months the 
price index fell from 167 to 91 or by about 45 
per cent. (Please turn to page 722) 
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THE LAGGING COPPER STOCKS? 
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= virtual capacity operations of the copper 
industry since 1940 to meet the constantly balloon- 
ing war-time demand for the red metal, despite good 
dividend yields and notwithstanding their inflation 
hedge characteristics, copper shares have been con- 
sistently lagging behind the general market since 
reacting from their highs early last year. 

Coppers being generally classed as war stocks, 
this lack of interest serves to emphasize that the 
stock market currently is attempting to discount 
future prospects rather than war-time possibilities. 
And future prospects, i.e., the post-war outlook, as 
far as coppers are concerned, are highly uncertain 
and difficult to appraise at this stage. 

Broadly speaking, post-war prospects for the 
copper industry will depend in no small degree on 
the kind of economy—national and international— 
evolving after the war and its impact on both indus- 
trial enterprise and individual purchasing power. 
As this important factor can hardly be subjected to 
analysis at this time, it will continue a source of 
uncertainty until concrete developments point out 
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the future trend. As to foreseeable factors likely to 
shape the post-war course, the outlook is only some- 
what less obscure but at least lends itself to dis- 
cussion and a careful weighing of the elements in- 
volved. Fundamentally these fall into two groups: 
(1) the post-war status of copper as a metal, and 
(2) the supply and demand situation as principal 
price determinant. Both are, of course, interrelated 
in Many ways. 

To hold its own in the post-war era, copper un 
doubtedly will have to contend with keen compe 
tition from the lighter metals, aluminum and mag: 
nesium, from plastics and a number of war-time 
alloys which, developed as substitutes, proved un 
expectedly successful and may well survive after the 
war. The probable inroads of this competition on 
copper consumption can hardly be ascertained today 
and will largely depend on comparative price re- 
lationships and technological factors. Price would 
seem to favor the lighter metals as their lowe! 
weight would make their use cheaper, and for some 
uses, more practical or efficient. However, some 0 
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the current heavy production of light metals in 
high-cost plants may not survive peace-time con- 
ditions, thus lessening light metal competition and 
thereby perhaps influencing the price element so 
important in this coming “battle of the metals.” 
Plastics, due to their cheapness and strength char- 
acteristics, are a definite threat not only to copper, 
but to aluminum, steel and other metals. So are 
a number of so called emergency alloys. While the 
extent of their future competition with copper, and 
the ability of copper to meet the challenge, can 
hardly be gauged with accuracy today, the danger 
of substantial inroads on copper consumption is 
sufficiently real to render copper shares a rather 
unpopular vehicle for long-term speculation. An- 
other competitor is steel which is increasingly used 
for shell cases normally requiring huge amounts of 
copper and brass. 


Competition and Prices 


With the price element presumably decisive in 
determining the competitive status of copper, the 
matter of production costs assumes increasing im- 
portance. Here two factors deserve attention. One 
is the probability of higher post-war mining costs 
due to war-time exhaustion of high-grade ore bodies 
necessitating future mining of lower grades. ‘his 
is a definite prospect. In 1942, open pit operations 
accounted for over 50% of the domestic output 
against only 38% in 1938. The percentage in 
1943 will be even higher, as underground mining is 
increasingly affected by rising costs and a shortage 
of skilled labor. The sheltered tax position of the 
industry affords only partial compensation for this 
development though companies with large ore re- 
serves will be less affected than others. The second 
factor is taxation, a most important determinant of 
earnings in the mining industry. Mining companies, 
including the copper producers, generally enjoy a 
favorable tax position due to substantial invested 
capital and the privilege of charging depletion 
against ‘taxable income. However, the permanence 
of this position is by no means assured. While a 
moderate increase in corporate tax rates—a possi- 
bility for 1943—would have relatively little effect, 
the eventual loss or a drastic revision of the liberal 
depletion allowances would be a serious factor which 
might well compromise the competitive ability of 
copper. 

On the demand side, much depends on whether the 
coming peace will obviate the necessity of further 
maintaining large military establishments entailing 
heavy consumption of copper for military purposes. 
Equally important appears the matter of civilian 
purchasing power after the war. There can be little 
doubt that a huge backlog of pent-up demand for 
civilian goods such as automobiles, refrigerators, 
radios and numerous “gadgets” requiring large 
quantities of copper will exist when hostilities cease. 
However, with war-time taxes bound to continue far 
into the post-war period, the question arises whether 
this backlog can be transformed into a substantial 
revival of the consumer goods industries or whether 
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we more likely face a slow, straggling, perhaps 
rather painful process of getting back to normal, 
with all its implications for corporate enterprise. 

In this respect, much will depend on the length 
and severity of the hiatus in business and employ- 
ment immediately after the war ends. Even if rela- 
tively short, normal buying of consumer goods as 
measured by pre-war standards may lag consider- 
ably behind the completion of industrial reconver- 
sion to a peace-time basis. The latter of course will 
help sustain the demand for copper; so will the 
post-war building program already being discussed 
in government circles. Reconstruction work in war 
areas can also be depended upon to require sizeable 
tonnages. All this, however, will hardly make up 
for the loss of the enormous war demand which is 
now straining the capacity of the copper industry, 
and a sharp curtailment of production seems in- 
evitable. Release of accumulated scrap inventories 
may accentuate this necessity. Simultaneously there 
is bound to be a revival of stiff competition in the 
world market. Low-cost production in Africa, 
Latin-America and Canada has been expanded tre- 
mendously under the stimulus of the war and is 
bound to affect the world price adversely unless the 
industry collaborates voluntarily or else the respec- 
tive governments intervene. The latter is at least 
a strong possibility although no guess can be made 
at this time as to its extent or effectiveness. 


Post-War Outlook Uncertain 


All together the long-term prospects are beset 
with uncertainties and the profit outlook appears not 
particularly bright. Not so, however, the nearer- 
term outlook which promises continued heavy pro- 
duction and good returns despite somewhat higher 
costs. Notwithstanding strictest rationing and wide- 
spread use of substitutes, demand for the duration 
will continue to exceed supplies by a considerable 
margin, assuring capacity operations. A further, 
if small over-all increase in mine production is indi- 
‘ated for 1943 though some of the smaller producers 
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may no more than hold their own owing to their 
inability to cope effectively with rising costs and 
labor problems. Material shortages may also 
hamper expansion. The labor shortage which in the 
past was at times felt rather acutely as the result of 
the draft and labor migration, shows signs of im- 
provement following greater government attention 
to bring about more stabilized employment condi- 
tions in the industry. While additional price relief 
in the form of larger premium payments is indi- 
cated, this will no more than cover increased costs. 
Nevertheless earnings in 1943 are expected to hold 
up well, barring further substantial tax increases. 


Strong Financial Positions 


Most companies are in a strong financial position 
and due to the absence of funded debt in most cases, 
earnings after depreciation and depletion are almost 
entirely available for dividends. The shares of com- 
panies with large ore reserves afford a good inflation 
hedge although this factor at present is perhaps 
somewhat tempered in effect by the existing price 
control. The major copper producers, Anaconda, 
Kennecott and Phelps-Dodge are fully integrated 
and in addition to capacity sales of refined copper 
enjoy substantial earnings from their fabricating 
subsidiaries doing a heavy volume of war work. 
Some of these earnings, however, may be reduced 
as the result of renegotiation of war contracts and 
in the long run perhaps partially offset by inventory 
losses after the war. However reserves are being 
built up to meet these contingencies. As to refined 
copper stocks, the danger of sizeable inventory 
losses, as after the first world war, appears small, 
considering the low price peg. 

On the whole, copper shares have moderate spec- 
ulative appeal despite the uncertain post-war out- 
look. The 1942 income reports now coming to hand 
serve to confirm this. Sales and operating income 
in 1942 reached record highs but costs also rose 
somewhat, though moderately on the whole. Taxes, 
however, soared and practically wiped out the bene- 
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fits accruing from expanded operations. Neverthe- 
less, net profits fell only slightly below 1941 despite 
further additions to contingency reserves. 
Kennecott, second largest producer, reported 
1942 net profits—before depletion but after addition 
of $2 millions to contingency reserves—of $48.8 
millions equal to $4.51 per common share compared 
with $49.2 millions or $4.55 per share in 1941, 
Contingency reserves at the year-end amounted to 
$16 millions. Gross revenues advanced 9% to 
$259.4 millions, costs mounted 11.2% while taxes 
rose 23.4%. Total assets increased to $469.5 mil- 
lions from $436.1 millions reflecting a substantial 
increase in current assets notably government securi- 
ties. Current assets at the year-end amounted to 
$220.9 millions (preceding year $194.4) and cur- 
rent liabilities $61.6 ($50.9) making working capi- 
tal $159.8 ($143.3). Cash totaled $82.1 millions 
($84.0) and govt. securities $73.8 ($42.4). Earned 


surplus totaled $141.5 against $125.1 millions the [ 
The company, the largest domestic f 
producer, should continue to retain its outstanding ff 


year before. 


position in view of its low domestic production costs 
(est. 6.75 cents per pound) and its strong ore posi- 
tion. Further expansion of production in 1943 is 


indicated and maintenance of regular and extra f 
dividends appears assured. Its fabricating unit, the F 
Chase Brass & Copper Co., is fully occupied with F 
war work and expanding its facilities. Renegotiation F 
of war contracts of the fabricating division is pos- 
Kennecott common, with a high yield of fF 


sible. 


9.2%, has above average appeal. 
Second Largest Domestic Producer 


Phelps-Dodge, second largest domestic producer, 


reported 1942 net profits — before depletion but [ 
after contingency reserve of $1.5 million—of $14.05 [ 
millions equal to $2.77 per common share against [ 


$14.20 millions or $2.80 per share in 1941 (after 
cont. reserve of $500 thousand). Contingency re- 
serves at the year-end totaled $3.5 millions. With 
their Morenci mine in full operation since early 


1942, gross sales advanced 28.8% to $132.4 mil- | 


lions. Costs were well controlled rising only 24.8% 


but taxes rose steeply (63.6%) with advancing f 


operating income. Total assets were $219.5 millions 


against $207.2 at the end of 1941. Current assets [ 
increased to $74.0 millions from $61.8 millions, cur- F 
rent liabilities were $35.7 millions compared with > 
$25.8, making working capital $38.3 millions [ 
against $35.4 at the end of the previous year. Cash | 


amounted to $20.7 millions (previous year $16.6), 
marketable securities $0.88 (gi 


with the opening of the Morenci mine. With the 
latter now in full operation, 1943 production should 
increase further, however, advancing costs and taxes 


will largely offset the resultant benefits. The com- | 


pany has no foreign mine properties and is thus not 
subject to the price hazards likely to arise in the 
post war world market. (Please turn to page 723) 
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0.26) and U. S. tax f 
notes $11.0 ($6.0). Earned surplus totalled $378 | 
millions against $37.5 millions in 1941, after capital 
expenditures of $8.78 millions largely in connection | 
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And J uanctal P. osition 


By GILBERT H. 


= history of the still young movie industry is 
itself an epic thriller. It has had good years and 
lean years; it has had its trials and tribulations; 
it has been integrated, regulated, and sometimes 
granulated, the latter by agencies representing pub- 
lic opinion. However, the growth is far from ended, 
for just as the introduction of sound to film had 
revolutionized and galvanized the entire industry 
by 1927, so the coming post-war boom in television 
has the Hollywood fraternity and its allied brethern, 
such as Radio Corp., and the electrical manufac- 
turers, all expectant of another revolutionary ad- 
vance. 

Forty years ago the motion picture industry was 
hardly more than a mechanical peep-show, which 
had emerged some 10 years earlier from the labora- 
tories of Thomas A. Edison, and prior to 1903 was 
regarded mostly as a novelty. About that year the 
first independent story picture was produced and 
exhibited in the first motion picture houses, which 
were called nickelodeons. All the early pictures 
Were in single reels, and not until 1909 were multi- 
reel pictures exhibited, with distribution on a na- 
tional scale appearing about 1914. 

_ During the past three decades it has developed 
into an industry of major proportions, involving an 
estimated capital investment of $2,050,000,000, an 


APRIL 3, 1943 


BAKER 


astronomical figure compared with the few hundred 
dollars with which one could engage in the business 
in the early days. It provides amusement for an 
estimated 85,000,000 cash customers weekly in the 
United States alone, and, next to radio, is probably 
America’s greatest source of amusement. In foreign 
countries, approximately 150,000,000 persons are 
estimated to attend the movies weekly. 

The industry today may be viewed as a triplex 
organization composed of producers, distributors 
and exhibitors as the following estimated table will 
indicate: 





Capital Approx. No. Annual 

Investment Employees Payroll 
Producers (studios) .... $125,000,000 33,700 $139,000,000 
Distributors ........0.00- 25,000,000 14,300 23,500,000 
Exhibitors (theatres).. 1,900,000,000 145,600 160,000,000 
Lo gee ee $2,050,000,000 193,000 $322,500,000 


The motion picture industry in the United States 
today is comprised of eight major companies, which 
control 80% of the capital invested in production, 
65% of the feature film output as measured by the 
number of films, 80% of the feature films as meas- 
ured by cost of production, and 100% of the news 
film services. These companies in the order of their 
earning power are: Loew’s Inc.; Warner Brothers; 
Paramount Pictures; Twentieth Century-Fox; Uni- 
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versal Pictures, a subsidiary of Universal Corp.; 
Columbia Picture Corp.; Radio-Keith-Orpheum, 
controlled by RCA, Atlas Corp. and United Artists. 

The economic importance of the industry seems 
self evident in the estimate that it cost $215,600,000 
to produce 546 new feature films in the United 
States in 1941, while box-office receipts in that 
period are said to have grossed $1,100,000,000. The 
increasing rate of public attendance at the movies 
is further evidenced by the fact that ticket tax col- 
lections paid into the coffers of Uncle Sam by the 
American movie-goer totalled $68,302,961 in the 
fiscal year ended June 30, 1941, compared with tax 
collections of only $19,389,056 in the preceding 
year, and $17,096,415 in the 1939 period. In the 
fiscal year ending June 30, 1942, total receipts for 
all amusement admission taxes rose to $115,032,268. 
This phenomenal expansion is attributed largely to 
the lowering of tax exempt tickets from 21 cents to 
nine cents, which became effective July 1, 1941. 

Outside of the United States the largest market 
for American made films is the British Empire, par- 
ticularly the British Isles, Canada, Australia and 
New Zealand. This market provides substantial 
revenues to Loew’s through its 15% interest in 
Gaumont-British, and to Warner Bros., by reason 
of the latter’s 25% interest in the Associated British 
Pictures Corp., Ltd., as well as to Universal and 
to Columbia Pictures, both of whom operate foreign 
agencies. The recent action of the British and 
Dominion Governments in releasing blocked funds 
for remittance to the United States should prove of 
material benefit to all these companies, especially 
Columbia and Universal both of which derive a large 
percentage of their income from abroad. 

As in all branches of the amusement field, the 
movie industry is one of personalities, and this is no 
less true in management than it is with those who 
portray the drama on the screen. Practically all of 
the major producing and exhibiting companies to- 
day are still guided by men who were in at the be- 
ginning of the business. These men know their work 
and command high salaries, in addition to very lucra- 
tive bonus and profit-sharing contracts. The high 
remuneration for executives and stars alike now ob- 
taining is a situation arising out of the integrating 
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Republic Pictures 


process of the industry directly following the first 
world war. An outstanding example is furnished 
by the Metro-Goldwyn-Mayer merger accomplished 
between 1920-24, by the late Marcus Loew to pro- 
vide his theatres with a main source of supply for 
feature films, following price pressures and other 
differences with Adolph Zukor, his former associate 
in the early nickelodeon days, who at that time as 
head of Famous-Players-Lasky Corp., was the Loew 
chief source of film supply. 

The salaries and bonus contracts of various 
Loew’s officials have been the highest in the industry, 
A stockholder suit in 1938 to revoke the bonus and 
profit-sharing contracts had little effect, other than 
to secure the return to the company of a mere half 
million dollars. Following this suit, new contracts 
were drawn up with bonus agreements for 14 ex- 
ecutives averaging about 20% of net. However, the 
greatest share of remuneration for services rendered 
goes to the “other employes” which includes the 
acting profession, studio executives, writers, camera- 
men, and a host of other occupations, all requiring 
highly specialized training and ability. 

Does the stockholder receive less dividends by 
reason of these enormous payments? To that ques- 
tion there is no rule-of-thumb answer for the indus- 
try as a whole. In some cases the corporate struc- 
ture is such that were the executive bonus eliminated 
entirely the net showing on a per share basis would 
be negligible, and in all cases these amounts are only 
a fraction of what the so-called competitive star 
system costs the producers. 

An even greater menace to profits from the stock- 
holders viewpoint is the ever increasing rate of 
Federal taxation. In this connection, it is interesting 
to compare on a per share basis the 1942 remunera- 
tions of both executive and studio branches with tax 
provisions and dividend disbursements for the same 
year. To indicate the tremendous tax rise last year, 
a comparison with 1941 taxes on a share basis is 
also given. The accompanying table is based on 
shares of common stock of six of the leading pro- 
ducers: 





Salaries—Taxes—Dividends 
—1942 Salaries— —Federal Taxes— Divds. 

Company A B 1942 1941 
Loew's, Inc. 


$1.24 $9.85 $4.16 $2.25 $3.50 
Warner Bros.... 8 2.14 2.17 . 


0.42 nil 










Paramount Pict: 35 2.23 1.28 0.33 1.05 
Twentieth Century-Fo: 0.36 * 1.30 0.03 1.25 
Universal Pictures (a)...... 3.57 14.61 17.70 7.06 (a) 
Columbia Pictures. ............ 1.66 8.03 3.18 .39 50 





A—Remuneration to officers and directors. 
B—Remuneration to stars and studio staffs. 
*—-Not reported. 
(a)—Based on 250,000 shares, of which 230,927 shares are owned by 
parent company, Universal Corp. 





Perhaps the star system will be overhauled and 
the day of spectacular extravaganzas, so far as high 
salaries affecting the cost of production is concerned, 
will be something of the past. 

Another long-looked for change in the industry 
was brought about several years ago as the result 
of the government’s anti-trust suit against the eight 
major producers at which time an attempt was made 
to eliminate block-booking and at the same time 
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divorce producers from ownership of theatre chains, 
which the independents claimed were driving the 
latter out of business. 

Only five of the eight producers named in the 
original suit owned theatre chains, and after lengthy 
negotiations these five entered into a consent decree 
late in 1940, which represented a compromise where- 
by the five companies agreed to cut down block- 
booking from the 50 or more pictures previously 
prevailing to no more than five pictures at any one 
time, and none to be sold in advance of their pro- 
duction. Also these five companies agreed not to 
extend their theatre holdings for a period of three 
years, and the Government promised to withhold any 
forcing action. 

As the other three producers, Universal, Columbia, 
and United Artists owned no theatres, they refused 
to subscribe to the consent decrees with the result 
that separate suits were carried on. 

To further improve trade relations and to iron 
out the many disputes and differences which con- 
tinually arise, the American Arbitration Association 
was invited to settle these disputes by establishing 
an arbitrator in 31 tribunal cities with a three-man 
board of appeal in New York, and all distributors 
were ordered to hold previews in each of the 31 
centers. | 

The growth of the American movie industry has 
been phenomenal with its major components reach- 
ing the stage of big business in the early 1920's, 
when producers and exhibitors alike expanded furi- 
ously in a race for theatre space. The high pro- 
duction costs under the competitive star system 
brought about the beginning of integration. When 
the depression hit box-office receipts much of the 
industry went into bankruptcy under a load of in- 
flated real estate values and debt. Of the five inte- 
grated companies only Loew’s managed to get 
through the storm without serious difficulty, and 
this was largely due to the conservative policy of 
its founder, the late Marcus Loew, which was fol- 
lowed after his death. Since Loew had the pre- 
ponderance of his theatres long before the realty 
race set in, he did not follow the scramble for more 
property. 

Loew’s was the first of the Hollywood fraternity 
to have securities listed on the New York Stock 
Exchange, and while it may be exceeded slightly by 
Warner in the matter of assets, its earnings for 
years have been well ahead of any rival. 

The last few years have dealt kindly with all the 
majors, particularly Paramount, Warner Bros., 
Columbia, and Universal. The proposal to merge 
the last named firm with its parent, Universal Corp., 
should do much to clear up an awkward financial 
structure. 

Twentieth Century-Fox has been doing well since 
1940, when an otherwise favorable showing was 
marred by a provision of $2,800,000 reserve against 
foreign assets which caused company to show a 
deficit for the year. 

_ Radio Corporation of America through its large 
interest in RKO is also an important factor in the 
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movie industry, and will be increasingly so after 
the war when television broadcasting comes to the 
fore. The exigencies of the war effort have stimu- 
lated research in the entire field of communication 
and the American public should have some real sur- 
prises in store for it when the war is over and the 
results and accomplishments of the electrical manu- 
facturers are made known and available to the 
world. 

A new television company has already been 
launched by Paramount Pictures, General Theatre 
Equipment Co., and important banking interests, 
to sell the British scophony supersonic system of 
television under a patent license agreement. The 
new company is the Scophony Corporation of 
America. 

Motion picture stocks have all had very large 
percentage advances from their individual bear mar- 
ket lows, yet are still priced at relatively low ratios 
to current per share earnings. Generally low price- 
earnings ratios have always been characteristic of 
the group and are not a war-time phenomenon. The 
reasons are to be found (Please turn to page 722 





Recent Background of the Movie Stocks 












Per share Earnings Dividends Recent 
Company 1942 1941 1942 1941 Price 
ee ane $6.92 $6.87 $3.50 $3.00 50/2 
Warner Bros., com. ........ 2.36 1.75 nil nil 10% 
do cum. pfd. .......... 94.03 68.99 3.8 3.85 80 
Paramount, com. ....... --- 3.005 3.45 1.05 -90 22 
20th Cent. Fox, com......... 5.31* 11.58 1.25 nil 17% 
do cum. conv. pfd... 11.58* 5.37 1.50 1.50 30% 
Universal picts. 8% pfd...348.60 255.86 t8.00 4.00 73 
Columbia Pictures ............ 3.84 1.18 0.50 nil 14% 
Radio-K'th-Orph. com.#.... N.F. Def. nil nil 67s 
do 6% pfd.é .......... .F. 4.20 nil 2.00% 774 





§—9 months ended Oct. 3, 1942. 

*—12 months ended Sept. 26, 1942. 

t—Arrears, Jan. 1, 1943, $68.00. Common stock is closely held by par- 
ent corporation. 

N.F.—Not yet available. 

%—Atlas Corp., owns or controls 1,281,553 shares of common and $5,- 
207,100 of the preferred; R.C.A., owns 316,328 shares of common and 


$4,475,700 of preferred. Arrears on preferred as of November 1, 1942, 
amounted to $13.50. 
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WhNNEAPOLIS-HONEYWELL 


Regulator Company Common Stock 


Joins e Sala Group 
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By CHARLES H. PLATT 


‘Baws or False? — “Minneapolis-Honeywell makes 
oil heating unit heat controls, and the government 
ban on new oil heaters and the fuel oil shortage hit 
its business hard.” 

That is false, as the company had a great increase 
in its business in 1942 over 1941 and relatively little 
of the 1942 production was in oil heating unit in- 
struments. Sales far surpassed those in 1929. In 
the preceeding years, this company had gone ahead 
as a consistent earning and expanding organization, 
making automatic heat-regulating and temperature- 
controlling instruments for use in residences, indus- 
trial plants and large buildings. These included 
heating units using oil, coal, coke and gas as fuel. 

From late in 1941, through 1942, the operations 
have been swung into the war effort and transferred 
to new lines. These include precision instruments 
for the army and navy, which are being manufac- 
tured by mass production methods in which Minne- 
apolis-Honeywell is a pioneer in this field. It has 
become one of the largest producers of complicated 
fire-control instruments (the fire referring to guns, 
not heating), also tank sighting equipments, gun- 
sights, telescope and optical components and many 
other ordnance products. Some of them were de- 
signed by the company’s specialists and some by the 
armed forces. In some instruments, work was at 
tolerances measured in terms of light waves within 
1/100,000 of an inch, which is 1/500ths of the thick- 
ness of a human hair. New methods of tooling, 
assembly, labor training and inspection were devised. 

When the war ends, some of this work will be 
retained. Of more importance has been the con- 
tinuation of the pre-war experimental work of the 
company’s engineering staff in electronics. Secret 


equipment made by this company has been adopted 
by the Army Air Forces and contracts placed with 
the company for a great volume of this and other 
equipment for use in warplanes and as standard 
equipment in heavy bombers. Men especially trained 
in servicing this equipment are with the fighting 
forces in all of the U. S. fighting fronts throughout 
the world. 

The company has gone so far in its electronics de- 
velopment that it conducts a school for Army and 
Navy men, in cooperation with the University of 
Minnesota, in the use of this equipment and _has 
other employees educating users at many air fields 
and bases. This development in electronics, also, 
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will be of inestimable value in heat control instru- 
ments after the war. 

This work of such value to the war effort brought 
larger profits than had been expected when the con- 
tracts were entered into, and the company has vol- 
untarily refunded large sums to the Government. 
Other renegotiation of contracts, completed last 
year, has been going on in 1943. The sums involved 
were taken from 1942 earnings in the form of re- 
serves which are included in the 1942 income account 
deduction of $13,468,024 under the heading of 
“Federal income and excess profits taxes and re- 
negotiation of United States Government taxes.” Of 
this, $4,900,000 was anticipated through the pur- 
chase of U. S. Treasury notes available for taxes. 

Gross income from sales in 1942 was $41,372,912, 
compared with $24,257,861 in 1941. After expenses 
and taxes and reserves, the net profit in 1942 was 
$2,351,008, equal to $3.46 a share on the common 
stock, compared with $4.20 a share in 1941. A post- 
war refund of $517,000, or 83 cents a share, prop- 
erly belongs in 1942 earnings, and with this added, 
the 1942 earnings on the common stock were $4.29 
a share. While small sales to the company’s English 
and Swedish subsidiaries were included in income, 
the profits of the two foreign companies were not. 
The Dutch subsidiary was written off completely 
in 1940. 

Earnings in 1943 should surpass those of last 
year, for several new plants were just getting into 
operation at the end of 1942 and will produce large 
quantities of war-use items this year. Such of the 
normal products of the company as were turned out 
in 1942 were for use in heating, air conditioning and 
other control instruments for Army camps, Govern- 
ment buildings, war plants, etc., and for servicing 
and maintenance of existing instruments in civilian 
use. Schools for training army men in using heat 
controls were conducted by the company and over 
10,000 uniformed men attended. 

A further prospect for growing business after the 
war is found in the activities of the subsidiary Brown 
Instrument Company which filled large orders in 


making instruments used in the production of high 
octane gas, synthetic rubber, steel, ships, and other 
war materials; also in electronic developments used 
in aviation and elsewhere. 

For many years, Minneapolis-Honeywell had a 
net profit in every year; even in 1932 when so many 
others had serious deficits, it showed 17 cents a share 
earned on the common stock. The best earnings on 
the common in any year were $4.78 a share in 1936, 
materially exceeding the $2.66 a share reported in 
1929. 

The December 31, 1942, balance sheet revealed 
$31,028,326 current assets and $20,231,097 current 
liabilities, leaving $10,797,227 working capital. The 
leading items in current assets were $7,430,755 cash, 
$9,398,319 receivables and $12,603,426 inventories, 
at cost. The most important current liabilities were 
accounts payable $1,809,738, advances under U. S. 
contracts $2,204,322, and tax and renegotiation 
items of $13,468,024 less $4,900,000 U. S. Treasury 
notes for taxes. 

Another item in the current liabilities really could 
have been classed as a general liability, being the 
$6,000,000 “V” loan bank debt. Actually, with this 
out, the current liabilities were $14,231,097. This 
$6,000,000 was all of the $15,000,000 credit at 
234 % interest, which the company used. 

Besides the current assets, other items in the 
$36,841,585 total assets were $1 for trademarks and 
goodwill, and $4,289,649 after reserves, for the 
plants at Minneapolis, Philadelphia, Chicago and 
Wabash. 

The company has no funded debt. Stocks out- 
standing at the end of 1942 were 30,700 shares of 
Series B 4% cumulative preferred, par $100, which 
is convertible for the common at $150 a share and 
redeemable at $105 a share; 25,000 shares of Class 
C 414% cumulative preferred, par $100 (issued in 
1942) redeemable on or before March 1, 1947 at 
$106.50 per share; and 621,900 shares of no par 
common stock. 

Prior to the formation of the present company 
in 1927 by the merger (Please turn to page 722) 


Minneapolis-Honeywell 














































Charles Phelps Cushing Phete 


Bureaucratic drives against lawful business practices 
of long and respected standing will come to a halt as 
a result of Congressional action launching inquiry 
into moves made or contemplated by WPB, OPA, 
“and other agencies or individuals,” to alter mar- 
ketings by brand name or trade name, or otherwise 
to militate against existing business methods. 


Sit-Down Committee of Congress, as it was dubbed 
by one of its own members, the House Labor Com- 
mittee has been branded too pro-labor and will be 
ousted of jurisdiction over much of the potent legis- 
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Washington Sees: 


The March gales have blown with tornadic 
force against the Administration, giving the New 
Deal the most unhappy anniversary of the 1I0 it 
has passed since 1933. Congress invariably has 
fumed at the President's practice of issuing 
Executive Orders in lieu of legislation, but the 
protests up to now had never crystallized into 
action. Not so, however, with the $25,000-a- | 
year salary limitation, fixed by Presidential order. 


Then came Senatorial refusal to approve for- 
mer Gov. James Allred of Texas for the Fed- 
eral judiciary—a reproof to the White House 
that has few parallels in Senate annals. 





Next, the open defections from democratic 
ranks to join the Republican-led Ruml Tax Plan 
supporters—a flat rejection of the Administra- 
tion's fiscal policies. 














In retrospect, the month reflects not only a 
recapture of legislative power by the law-making 
branch, but also—in the Allred case particu- 
larly—invoking of the seldom-used Congressional 
veto power. In little more than a decade, Wash- 
ington has seen Congress ride herd over one 
President, be dominated by another, and, as of 
today, spring back to dominant position. 
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lation that normally would go to it. Chairman 
Mary T. Norton publicly fumed and fretted, but 
her colleagues started the ball rolling by choosing 
“absenteeism” legislation of the Naval Affairs Com- 
mittee as the basis of its deliberations. 


Worldwide Relief measures being drafted by the 
Lehman office are placing the former New York 
Governor in position for the clash that is inevitable 
when a new government agency sprouts its wings. 
Lehman has a Presidential assignment to feed the 
post-war world. That, says the State Department 
is essentially diplomatic; it’s basically food, counters 
the Department of Agriculture. Lehman isn’t sure 
whether his will be an operating, or merely a plan- 
ning office—or nothing. 


One Billion Dollars annually for highway rebuilding 
in the first three after-the-war years is the initial 
concrete post-war proposal to be put up to Con- 
gress. Roads Committees of both Houses are can- 
vassing the subject. Assurance is wanted now: 
money later. Unless guaranteed, it is warned, states 
cannot plan their programs, won’t invest their own 
money in survey and engineering costs. 


Pat on the Back for both industry and war produc- 
tion officials has come from RFC Chairman Jesse 
Jones who says the fact that this country had both 
guns and butter in 1942 doesn’t mean that sight was 
lost of the war goals. Continued criticism of busi- 
ness or of government is quite groundless, says 
Jones. “Under-utilization of our economic resources 
in the past” is the answer to how civilian goods still 
can be produced in a war-geared economy, he de- 
claims. 


Everybody in Washington now favors more for 
civilians, except the armed services. The issue will 
come to a showdown soon in hearings on the Maloney 
bill to set up a separate Office of Civilian Supply 
under Economic Stabilization Director Byrnes. But 
whatever is done the total civilian supply this year 
will be much less than last. 
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QO P A, recognizing the principle that ceilings should be 
elevated | to offset Federal wage increase awards, has left in doubt 
how far it will go in following through. 


With a 15 per cent wage boost granted employees of New York 
Metropolitan Area freight carriers, 0 P A approved a rate increase — 
five per cent over the corresponding date of 1942. Meanwhile, how- 
ever, 0 P A continued to oppose before I C C, the rail and truck peti- 


tion to continue a six per cent rate increase allowed last year. To 
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Lopsided publicity on W P B priority compliance continues to 































































































































































































give impression that the preference rating order System is being shot = 

full of holes. But the facts don't support that belief. = 

To date, more than 75,000 investigations have been made, = 

Subjects selected at random or chosen as typical situations in fields = 

where belief was common that the rules were being ignored. The = 

results: only 249 orders to suspend, 59 criminal prosecutions. And, = 

says WP B, many of the violations were technical. = 

rman Shifting of communities into and out of the "critical labor = 

, but supply" class raises question as to what happens when an area observ- = 

osing ing the 48-hour week suddenly finds itself with a surplus of workers. = 

Prat With certain exceptions, the 48-hour week becomes applicable when = 

Chairman Paul V. McNutt designates a "critical labor area." = 

True, concedes McNutt, the immediate need for the longer work = 

y the week dissipates in the cited instances. But the necessity may arise = 

York again. Furthermore, F D R directed that the longer hours be made as_ = 

table nearly universal as possible. Ergo, the 48-hour week, once estab- — 

‘ings. lished, remains. => 

1 the Freight car potential loadings will be cut 5.2 per cent this = 

‘ment year even if not a single item of rolling stock is retired from its = 

nters trackage. That is the doleful forecast of the Office of Defense = 

oa Transportation. = 

plan- The problem is the newest in the field of transit. It didn't = 

exist last summer. Now, slowing down of movement from origins to = 

destinations is having the same effect as a 4.2 per cent decrease in => 

lding box car supply, 6.8 per cent reduction in open-top cars. => 

nitial Capacity loads must be the rule, 0 D IT warns. The alterna- => 

Con- tives are harsh priorities, preferences — even embargoes. And => 

can- these, now Seemingly unavoidable, must be applied to all lines even S 

now: though official records show certain railroads are the "Slow spots" = 

tates throwing freight movements off all around. = 

own Such a happening would not bring about government ownership. = 

It would bring about government operation, short-circuiting manage- — 

ment and getting down to elemental traffic management and direction. = 

yduc- No government ukase will speed a slow railroad unless implemented by => 

Jesse control "from Washington," the reasoning runs. = 

both Management no longer is able to qualify for the coveted "E" = 

L was for efficiency in production unless it solves its own problems of => 

busi- absenteeism. = 

says The Army-Navy award, hallmark of war industry, initially was == 

urces an award “to management, later was extended to include "E" lapel buttons == 

still for workers. Now, says the government, it will be withheld both from = 

> de- employers and employees, regardless of production goals attained or = 

surpassed, if the latter habitually remain away from their jobs. = 

It may sound sacrilegious, but it is a fact that the WP Bis = 

> for going to Hell and Purgatory. A prolific source of lumber has been => 

. will found in counties carrying those names, located in the Carolinas, and = 

lonev the forests will be tapped for more than five million board feet of = 

pply needed lumber. = 

But = 
year 
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Mercantile lines supported by the annual crop of babies — and 
there are many such trades — are drawing the custom of n more than three 
million infants born last year. This represents an increase of l2 per cent 
over 1941, 19 per cent over 1940. 


What will be the economic effect of the influx of women workers 
into industries formerly employing men almost excluSively, remains an 
imponderable. But the Department of Commerce has a hinting note. ~The 
1942-1943 season is finding furs selling at a new volume high, beginning 
with November's $59,000,000 record-breaking Sales. The figure topped 
those of the past dozen years. 
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Statistics and common sense add up to no rationing of clothing, 
but scare buying is “tipping the Scales i in the direction of "points." 
Available for civilian apparel this year will be 90 per cent of the amount 
used in the average pre-war year. 

















—. 


Drives by Better Business Bureaus, "bets" placed by mercantile 
establishments that there will be no early clothes rationing, and govern- 
ment appeals, apparently are falling on deaf ears. Rumor — much of which, 
the government accuses, is inspired by clothing salespeople — is defeat- 
ing fact. The unexpected shoe rationing was unfortunate in that respect. 


Apparel stores which have wagered the public large sums that there 
will be no general rationing of clothes within six months will win their 
oe But if spring and fall buying develops runaway trends, the check- 
line thereafter will be be drawn. 
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Life insurance sales in the early months of 1943 are following the 
downward spiral that marked the close of 1942. January was 39.9 per cent 
off from last year. 














Heavy withdrawals of best "risks" by the Selective Service draft 
was a major factor; absence of war risk clauses from policies was another. 
Still others were inviting terms of the National Insurane Act, movement of 
experienced salesmen into other work, and the lulling sense of security that 
comes with war-swollen pay envelopes. 
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Out of the welter of Congressional debate has come a policy of send- : 

ing to the farms the rugged, young men needed to till the soil and harvest the ) 
crops, to the military service the 38-to-45 age reservoir in which local | 
boards have found about 97 per cent physically unfit for uniformed duty. ) 
| 


























Experts on the subject still question whether an army of 11,000,000 
men can be raised without dipping into agriculture, war industry, and the 
ranks of physically eligible young fathers. Honest conviction is expressed 
there that such an army can't be housed, fed, clothed, trained, transported. 


War bond redemptions whistled past the five per cent of sales 
mark in March, and the Treasury frankly is concerned. Much of “the accelera- 
tion was due to . income tax payment. But, | few paid more than the f: first- 


quarter debt March 15; there are three more quarterly payments, or their 
equivalent, ahead. 



































Presidential contender and thereby oo ree a more steam behind the already 
speeding Fourth Term movement by passing an administrative "hot potato" to 














Paul V. McNutt. 


So, the "White Knight of the Indiana Campus" can't win. He must 
lose. With Congress gunning for him, the W MC Chairman (he's also boss of 
Selective Service), is told he can't raid industry or farm labor, and must 
handle fathers with care, and he cannot execute his own work-or=-fight plan. 
McNutt, as of today, looks like a most likely prospect to become the next 
member of | "Leon Henderson and Associates." 
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Officers’ Remuneration 
To Company Dividends 








W. are in receipt of the following letter from a 
stockholder on the important and controversial sub- 
ject of the remuneration of corporate executives and 
its relationship to the dividends paid to shareholders : 

“The article ‘How to Evaluate Management in 
Common Stock Selection’ in your February 20 issue, 
and the first paragraph of the ‘Happening in Wash- 
ington’ page, omitted mention of what to me appears 
to be an important factor. That is the ratio between 
the compensation paid the management and that 
paid to the stockholders. 

“As a comment on the above-mentioned para- 
graph from ‘Happening in Washington,’ I will say 
that I should hate to see the publication of these 
figures of total officer remuneration discontinued. 
I don’t care about the data on any individual, but 
I do believe the publication of the total figure should 
serve a useful purpose. 

For my own information I gathered the data 
given in the appended tabulation from a few 1941- 
1942 annual reports available to me. From the 
figures for these few companies, it is evident that the 
cost of management is a widely varying figure— 
often very much different even as between companies 
in the same line of business. I would say that the 
managements of Loew’s, Inc., and United Biscuit 
should consider carefully 
before voting themselves 
similar payments another 
year. Comparing du Pont 


Executive Remuneration 
in Ratio to Dividends 


be the same as those on the regular common stock of 
the company. 

“Such an arrangement would sharply coordinate 
the interests of the management with that of the 
owners of the corporation, the common stockholders.” 

(Signed) GarpNER G. FERNALD, 
Wilton, Maine 

Commenting on this interesting letter, there are 
several points to be made. First remuneration of 
management will continue to be made public as 
heretofore. All that was said by E. K. T. in the 
item referred to was that the S. E. C. program of 
greatly amplifying this information, by including 
all corporate employees receiving over $20,000 a year 
and by adding other data, was “under fire” by critics 
in Congress and by managements because of the 
further “paper work” required. No prediction was 
made that the broadened regulation would be re- 
scinded. That remains to be seen. 

In our article on “How to Evaluate Management 
in Common Stock Selection,” one of the sage ob- 
servations made by the author, L. O. Hooper, was: 
“A good management is cheap at what appears to 
be a high price; and a poor management is expen- 
sive at no price at all.” On that point, we see no 
room for pro and con argument. 

While we certainly hold 
no brief for exorbitant ex- 
ecutive remuneration, it 
seems to us that a ratio 


and Hercules Powder, the Company Year pan Compensation Ratio between remuneration and 
. ‘ a Loew's, Inc. 1942 4,997,086 $3,775,699 .755 cual 3 ee 
advantage of the large com Games Wane i008 468283 564979 1.205 the dividends paid is a 
pany shows up. Stand. Brands 1941 5.059.243. 522.741 105 rather faulty measure of 
“T have often wondered Pace. Lighting 1941 4,825,893 182,975 .038 whether remuneration is 
why management compen- ps "os Li ye preg i = YH fair or exorbitant. For in- 
sation could not be geared hes. Ohio R.R. 1941 26,800,979 (336.955 .013 stance, salaries of $25,000 
to common stock dividends. on Ste. Lid er — a to $50,000 for chief officers 
_ Ms u on ' ' ' ' . — ices = : 
In rough outline, I would Hercules Pow. 1942 3.291.775 750,025 (228 excite no criticism, yet their 


say that the management 
group should have low 
fixed salaries, then receive dividends on a special 
class of stock. This stock would be held in the 
treasury of the corporation concerned, and the divi- 
dends on it would be paid to the officers for whose 
benefit the stock was segregated. The company 
officers would not have title to the stock, nor an 
option to purchase it (as is the case with some of 
these companies). The dividends on this stock would 
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ratio to dividends may be 
high if total dividend pay- 
ments are low. In the case of United Biscuit, ex- 
ecutive remuneration does not appear to be signifi- 
cantly out of line with average corporate practice, 
but the ratio to dividends is very high because divi- 
dend of $1 a share per year amounts to only 
$468,283 on the small share capitalization. 

Again, using the ratio method, it could be argued 
that the Loew’s remunera- (Please turn to page 724) 
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Six to TWENTY-Two 


Times Earnings 


By HB. F. TRAVIS 


; huge military demands on the oil industry, 
the rationing of fuel oil, the ban on pleasure iis. 
and the strenuous efforts to speed the transportation 
.of oil products from the south and mid-west to the 
eastern seaboard have focused public attention on 
the oil industry. Despite the difficulties under which 
the industry is laboring and the reduction in earn- 
ings for companies servicing the eastern seaboard, 
market interest in the oils has been increasing. The 
oils constitute one of the popular inflation groups. 
‘The drop in Eastern supplies to the lowest on record 
and decline in new drilling operations threatens a 


‘scarcity of reserves in the post-war period, with the 


probability of rising prices for crude. While the 
Federal government is trying to “keep the lid down” 
‘on prices, it is urged in some quarters that a moder- 
ate increase in the price of crude would be the best 
means of stimulating new drilling. The importance 
‘of the industry’s funetion in our military program, 
as well as the necessity of maintaining at least mini- 
mum civilian requirements, may eventually over-ride 


‘OPA reluctance to grant price increases. 


The accompanying table lists 29 of the leading 
‘companies. One of the first points which strikes the 
eye is the startling diversity in price-earnings ratios. 
Pure Oil, for instance, is selling at only six times 
actual or estimated 1942 earnings, Barnsdall at 12, 
Shell Union at 16, Phillips at 17 and Amerada at 


‘22 times earnings. (It is interesting to note that 





four of the Standard Oil g Jersey, In- 
diana, California and Socony are selling uniformly 
at 14 times earnings). "Why do investors appraise 
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Socony-Vacuum Oil Co., Ine. 


one oil stock as worth nearly four times as much as 
another, in terms of share earnings? The answer is 
not a simple one. Much depends on the financial 
background and history, but an important factor is 
the amount of proven oil reserves which the company 
has in the ground and which will be available to 
sustain future earnings. Oil companies, like mining, 
are to some extent “liquidating” investments. After 
the oil or the ore is all taken out of the ground 
nothing will remain to stockholders except a few 
dollars cash in the bank, and some buildings and 
furniture. 


The larger oil companies are, of course, con- 
stantly devoting the best efforts to new exploration 
and the increasing of their reserves. Some companies 
have, however, been more diligent than others in 
this respect—or luckier in their exploration and 
“wildcatting” operations. The following are some 
of the factors which the investor in oil shares should 
consider before making his selection: 


1. Character of the business—producing, refin- 
ing, marketing, etc. 

2. Number of barrels proven reserves per share 
(these statistics are not generally available, 
except in special sources, but acreage figures 
are usually given in the financial service.) 











3. Location of reserves in relation to transpor- 
tation problems, refineries, war areas, etc. 

4. Earnings, dividend and price records. 

5. Accounting methods with respect to expense 


charges for depreciation, new drilling, “dry 
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holes,” etc. (the amount of these total charges 

per share is a convenient index to compare 

with net income per share). 

6. The degree of capital leverage resulting from 

senior securities ahead of the common stock. 

The cash and current position. 

Book value per share (not always comparable 

due to varying bookkeeping methods). 
Following are some comments on typical leading 

oil companies : 


oe 


AMERADA was one of the first companies to ex- 
ploit the new scientific methods for oil exploration 
introduced in the past two decades, particularly the 
seismograph method. In brief, this consists in set- 
ting off charges of explosive near the surface of a 
promising location and making a record of the 
resulting earth tremors—similar to those shown by 
earthquake-reporting devices at some university 
laboratories. The character of the oscillations dis- 
closes to the expert eye the nature of the under- 
ground structure and the absence or presence 
of oil “domes.” Amerada owns the entire stock of 
Geophysical Research Corp. which is engaged in 
developing instruments and methods to be used as 
aids in prospecting for oil. 

The company owns (full or part interest) over 
one million acres of leasehold, royalties, mineral 
rights, ete. located principally in Texas, Louisiana, 
Oklahoma, New Mexico, Kansas, Mississippi and 
California, including a half interest in the impor- 
tant Kettleman Hills Field in California. The com- 
pany also controls through a subsidiary underde- 
veloped oil and gas rights in Venezuela, and it has a 
substantial investment in Louisiana Land & Ex- 
ploration Company. Earnings in 1941 before de- 
preciation, depletion and drilling expense were 
$11.60 as compared with stated earnings of $3.25, 
which helps to explain the high price-earnings ratio 
of 22. The company is entirely in the producing end 
and its reserves are understood to have increased 
almost continuously since 1930. Operating costs are 
relatively low in relation to output. 
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Amerada has no funded debt and no preferred 
stock; there are outstanding 788,675 shares of com-. 
mon. Earnings in the past nine years have varied 
between $1.56 and $3.26. Any advance in crude oil 
prices in the post-war era should prove beneficial 
despite the fact that the stock lacks capital leverage. 
The present high price of the steck seems partially 
explained by its popularity with certain investment 
trusts, which are interested in long-pull growth 
prospects rather than current dividend yields. For 
the average small investor the stock would probably 
have limited appeal. 


PURE OIL has the lowest price-earnings ratio of 
any stock in our list—six—despite the fact that it 
has more than doubled in price in the past year. The 
company has some 244,000 developed acres—only 
about 6/100 of an acre per share of common stock— 
but there is also a very large amount of undeveloped 
acreage. Pure Oil has considerable capital leverage; 
total assets are about $50 per share as compared 
with only $24 a share for Amerada (though the 
latter’s assets may be under-valued on its books). 

Pure’s earnings records has been highly irregular, 
and the excellent showing in 1940-41 was probably 
due to the sharply increased production in Illinois, 
the life of which is considered somewhat uncertain 
due to the fact that the state authorities have not 
attempted to hold production in check, as have most 
other states. Depletion and depreciation charges in 
1941 were about $2.75 a share, as compared with 
$2.86 net earnings. Reserves were estimated in 1940 
at around 400,000,000 barrels, or about 100 barrels 
per share. 

Pure Oil has been a dividend payer only in recent 
years—25 cents was paid in 1937 and 1939-40, and 
50 cents in 1941-2 (preferred arrears had been 
cleared up through recapitalization in 1936). The 
yield at the current price of 15 is rather low, but 
possibly investors are hopeful of more liberal dis- 
bursements in view of the good cash position and the 
possible smaller use of cash in drilling activities. 


SHELL UNION, selling at about 16 times earnings, 
is among the six largest oil producers and the five 
largest refiners. It has a nation-wide marketing 
system, the yellow “Shell” sign being familiar to 
motorists over some 30,000 service outlets. Produc- 
tion is chiefly in California, the Mid-Continent and 
Gulf Coast areas, oil being transported to refineries 
through an extensive pipe-line system. There are a 
large number of shares outstanding—some 13,000,- 
000—and there is moderate leverage due to the 
funded debt of about $109,000,000. The balance 
sheet equity per share in 1941 was about $17.55. 

Shell’s charges for depletion, etc., in 1941 
amounted to about $3.65 per share, in addition to 
the stated earnings of $1.30, indicating the con- 
servative character of the bookkeeping. The com- 
pany is the American member of the world-wide 
Royal Dutch-Shell group, and the international 
character of its set-up is indicated by the combined 
American, Dutch and English directorate. 

Due to the rather heavy common stock capitaliza- 
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Price 


Share 
Earnings Dividends Recent Earnings 








Company Est. 1942 1942 Price Ratio 
ae - $3.50 $2.00 76 22 
Atlantic Refining ....... A2.33 0.70 22 9 
Barnsdall ........cccccccecess Al.26 0.60 15 12 
Consolidated Oil ...... 1.25 0.50 9 7 
Continental Oil ........ 2.50 1.00 31 12 
a 2.50 1.50 43 17 
ROI sencessiapscssescocns A0.56 Nil 6 11 
i 2.50 2.00 70 28 
Mid-Continent Pet..... 3.25 1.40 23 7 
ok 1.70 0.50 16 9 
Pacific Western ........ A0.79 0.50 13 17 
Phillips 2.00 48 17 
Plymouth . 0.90 18 11 
Eee fi 0.50 15 6 
Richfield  ...cccccccccceccee = 0.75 0.50 9 12 
Seaboard Oil ............ 1.00 1.00 20 20 
Shell Union ................ 1.20 1.00 21 16 
| 5.00 1.25 36 7 
Socony-Vacuum ........ 0.85 0.50 12 14 
$.0. of Calif .....ccc000. 2.30 1.50 33 14 
$.0. of Indiana ........ 2.25 1.25 31 14 
ON ke 3.50 2.00 50 14 
Fe bc | ae 5.00 2.25 40 8 
Lo Ee =~ M291 1.00 59 20 
Texas Company ......... A3.20 2.00 47 15 
Texas Gulf Producing A0.46 0.20 5 11 
Texas Pac. Coal & Oil 1.00 0.50 9 9 
Tide Water Assoc. .... A1.29 0.70 13 10 
Union Oil of Calif. ..... A1.19 1.00 19 16 





tion, Shell Union’s share earnings have never been 
very large in recent years, but a liberal proportion 
of profits have been disbursed as dividends. Due 
perhaps to the conservative accounting, a strong 
cash position is maintained—net working capital in 
1941 was about $6.50 a share. 


BARNSDALL is selling at about 12 times 1942 
earnings, which however were down about 44% 
from the 1941 figure. The company is largely a 
crude oil producer (principally in the Gulf Coast, 
Mid-Continent and California fields) selling to other 
companies. Depreciation and other “intangible” 
charges in 1941 amounted to only about $1.40 a 
share. Capital leverage is comparatively small, 
capitalization consisting principally of $3,140,000 
funded debt and 2,231,879 shares of common stock. 
Earnings have been irregular, with sharp improve- 
ment in 1941, but the $2.25 reported in that year 
included about $1.13 special profit from the sale of 
West Texas leases. Excluding this special 1941 
profit, the $1.26 earned in 1942 reflected a moderate 
gain. Dividends were fairly liberal in relation to 
earnings up to 1940, when the present 60 cent rate 
was initiated. The cash position at the end of 1941 
was fairly good, the current rate being about 2.2 to 
1, but book value per share of stock was only $7.54. 

Barnsdall in earlier years suffered steady losses in 
its refining and marketing operations and these 
properties in 1935 were segregated into a subsidiary 
now known as Bareco Oil Company (Barnsdall own- 
ing 87% of its common stock). At the end of 1941 
net acreage in operation totalled 75,508 while un- 
operated totalled 676,398, the total being only about 
a third of an acre per share. Possibly due to sale 
of acreage, production of crude oil declined from 
9,102,607 barrels in 1937 to. 6,751,678 in 1940 but 


704 








recovered to 7,255,176 in 1941. Production of 
casinghead gasoline and natural gas have gained 
considerably in recent years. 

Phillips has improved its standing marketwise in 
recent years, possibly because the company’s book- 
keeping has been on the conservative side, operations 
fully integrated in producing, refining and market- 
ing, and the management progressive. The com- 
pany’s size is indicated by total assets of about 
$245,000,000; capitalization consists of $33,923,- 
259 funded debt and 4,449,052 shares. The book 
value of the stock, about $41, compares with current 
market price around $48. Charges for depletion 
and similar “intangibles” in 1941 totalled over $20,- 
300,000 or nearly $4.60 a share, as compared with 
the stated earnings of $3.92. Earnings in 1942 
dropped to $2.83 persumably due to marketing dif- 
ficulties. 

Acreage (developed and undeveloped) totalled 
2,759,900 in 1941 or about .62 acre per share of 
stock. The company’s earnings grew rapidly in the 
period 1931-37 (increasing in each year of this 
period) but the $5.42 earned in 1937 has proved 
high watermark thus far. 


CONSOLIDATED OIL has remained in the lovw- 
price-earnings-ratio bracket despite the company’s 
huge size (about $374,000,000 assets) and its rather 
stable earnings and dividend record over the past 
eight years. Charges for intangibles in 1921 were 
about $1.68 a share compared with the earnings of 
$1.25. There is moderate capital leverage as in- 
dicated by capitalization of $79,588,000 funded 
debt and 13,128,160 shares of common stock. In- 
dicated book value, $19.48 per share at the end of 
1941, was high in relation to the market value (cur- 
rently around 9). Acreage at the end of 1941 in- 
cluded 178,000 net producing acres and 6,084,000 
undeveloped lands, altogether about half an acre per 
share of stock. 





Union Oil Co. 
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= stocks with arrears frequently enjoy 
substantial gains in the early stages of a bull mar- 
ket. Having a much smaller number of shares out- 
standing than the common stock, as a rule, they 
enjoy the “leverage” factor—comparatively small 
earnings for the common stock may mean a very 
substantial amount per share on the preferred. ‘Thus 
in the accompanying table 1942 share earnings ran 
as high as 86 a share (Warner Bros. Pictures Pfd.). 
While arrears in some cases seem hopelessly large, 
two or three years of heavy earnings may pave the 
way for very substantial cash payments. In other 
cases, recapitalization plans may be proposed, stock- 
holders receiving common shares or other securities 
in lieu of the arrears. 

Some special payments on preferred stocks made 
during 1942 were the following: Associated Dry 
Goods Second Pfd., $18.50; A. M. Byers Pfd., 
$22.96; Cuban Amer. Sugar $7 Pfd., $57.00; 
Gotham Hosiery $7 Pfd., $14.00; Mullins Mfg. $7 
Pfd., $12.75; Phoenix Hosiery $7 Pfd., $10.50; 
Revere Copper & Brass, $47.25; Central Power & 
Light Pfd., $14.88; and Empire District Elec. $6 
Pfd., $12.00. 

Some of the preferred issues listed in the accom- 
panying table have quite recently enjoyed a sub- 
stantial advance. Thus in the past few weeks Budd 
Mfg. advanced from 78 to 97, Certain-teed from 37 
to 50, Ward Baking from 28 to 39, American & 
Foreign Power 1st Pfd. from 45 to 62 (following a 
previous advance), Standard Gas & Electric $6 Pfd. 
from 11 to 22, etc. Because of the volatile character 
of many of these issues, care must be exercised in 
making purchases, and the present market level in 
relation to past range should be studied. In most 
cases a sharp, sudden advance is due to reports that 
a large dividend payment, or a plan of recapitaliza- 
tion, is in the offing. Thus Standard Gas & Electric 
$6 and $7 preferred stocks recently enjoyed a very 
substantial advance due to two factors—announce- 
ment of earnings of $12.06 a share compared with 
‘$6.54 in 1941, and rumors of a recapitalization plan 
that might shortly be announced (there has been no 
official verification of the latter report at this 
writing). 

Other preferred stocks such as American & 
Foreign Power and Allegheny Corp. have also ad- 
vanced on reports of improved earnings, attended 
by gossip or expectations that “something might be 
done” to recapitalize these companies. Despite the 


APRIL 3, 1943 


roar 
A —Which Are Most Likely 
To “PAY OFF”? | 


| By RICHARD COLSTON 








intangible character of many of these reports, trad- 
ers or investors frequently proceed on the theory 
that “where there is smoke there must be fire.” In 
some cases, where directors’ plans subsequently hit 
a snag, traders who bought “for a turn” usually 
unload their stock and leave more patient stock- 
holders to reap the results of some later plan. 

A case in point was the proposed refunding and 
recapitalization of United Gas Corp. early in 1942. 
The directors of Electric Bond and Share first had 
trouble in securing the consent of the SEC to their 
financial plans; later a common stockholder of Elec- 
tric Bond and Share raised strenuous objections, 
and the whole plan mis- (Please turn to page 724) 





Current Est. 
‘ Price Div. Div. 1942 
INDUSTRIALS 


About Rate Accum. Earn'gs 
*American Locomotive $7........ 89 $7.00 $42.75 $17.90 
American Woolen $7.............. 68 8.00 73.75 9.85 
*Armour & Co. (Ill.) $6 pr....... Se sen 24.00 A20.85 
a | ar , _ 84.00 57.00 
Certainteed Products $6........ ee 34.50 12.00 
Consolidated Film $2 partic. 13 1.00 11.00 1.25 
*Eastern Gas & Fuel Assoc. $6 28 3.00 26.21 4.50 
General Cable $7................0++ 85 7.00 52.50 17.00 
*General Steel Castings $6.... 71 6.00 60.00 52.00 
Guantanamo Sugar $8............ ro ee 112.00 A43.29 
Lehigh Valley Coal $3........... i 33.75 5.75 
Minneapolis-Moline $6.50 ...... 88 6.50 39.25 Al6.02 
National Supply $2 cv , ee 8.00 5.80 


Penn Dixie C # $5 5.00 84.75 7.00 
Pittsburgh Coal $6 ..........0:2 43 sesene 138.80 7.00 














*Pittsburgh Steel $5.50. 5.50 11.00 38.50 
St. Regis Paper wee 7.00 70.00 39.50 
United Stores $6..............--0 6 6.00 12.00 6.85 
Virg. Caro. Chem. $6 part... 54 5.00 80.50 A6.32 
Ward Baking $7..............-...+--. 39 1.70 OS 

*Warner Bros. Pictures $3.85.. 80 3.85 33.69 A86.06 

RAILROADS 

*Allegheny Corp. $5.50............ eee 2 2 | 

*Bangor & Aroostook $5.......... 46 5.00 11.00 A22.02 
N.Y., Chic. & St. L. $6............ ee eee 69.00 A23.83 
Pere Marquette $5...............0. ye 56.25 A24.21 

UTILITIES 
Amer. & For. Power $6 Ist.... 62 b1.50 $61.50 $7.50 
Amer. Power & Light $6........ y : 25.57 6.00 

*Cities Service 60c .................. |, a 6.20 41.20 

*Commonw'lth & South'n $6... 45 —...... 24.75 6.25 
Electric Power & Light $6... 40 _...... 58.90 7.90 

*Standard Gas & Elec. $6........ ee ee 52.50 12.06 
United Gas Corp. ..........2:2000 121 10.00 16.12 14.00 

*—Among the more promising. 
A—Actual. b—Paid last year. 
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An Analyst's Complaint 


Many of the analysts who ad- 
vise investors have begun to get 
uneasy. They are beginning to 
get skeptical, even though they 
hesitate to become outright bear- 
ish. 

One man of many years’ expe- 
rience puts it this way: “It is 
getting harder for me to enthuse 
about the type of stock I can be 
proud of. Most of the things I 
like now, the things which look 
comparatively cheap, are second- 
rate stocks. This is not a good 
omen. Another thing that troubles 
me is that for months it has been 
too easy to make money. It is 
my experience that we usually 
have to pay for such a_ period, 
and that the cost comes high. I 
wonder to what extent the invest- 
ment public already has regis- 
tered its satisfaction with the 
progress of the war, and whether 
peace is not being prematurely 
discounted, and over-discounted.” 


Any Food At Any Price 


There are investment implica- 
tions in the food situation. Amer- 
ica, like the rest of the world, is 
being threatened with hunger and 
undernourishment. The day of 
food surpluses is passing. It is 
decidedly improbable that this 
year’s crops will be as large as 
those of 1941 or 1942, food in- 
ventories are very much lower, 
and exports are increasing. It is 
not generally realized that dur- 
ing the past 20 years we have 
been importing food on balance 
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—that America has not been self- 
sustaining in food. Col. Ayres 
brings this out in the March 15th 
issue of the Cleveland Trust Com- 
pany’s Business Bulletin. Now 
we are producing less food and 
needing more at a time when the 
farmers are unable to increase 
their output. 

What are the investment im- 
plications of rationing, lease-lend, 
farm labor shortage, insufficient 
shipping, the big appetites of the 
men in our armed forces and of 
our war workers and long queues 
at the butchers? What type of 
company will benefit? What type 
of company will be the loser? 











Who Has the Food? 


of meat. 
sugar and could grow a lot mor 
of this very cheap energy food, 
There is plenty of wheat to k 
made up into flour and_ bread, 
There are lots of peanuts and 
cottonseed to be made into vege- 
table oil. There is plenty of com 
to be made into corn starch, com 
sugar, glucose and corn syrup. 


There will be a demand for all f 


the canned goods that can le 
packed. Companies in the above 
fields should fare relatively well 
But look out for the companies 
which usually sell things that 
cannot now be obtained ; this may 
force a period of lower earnings 
for them as the Government will 
not permit higher prices to con- 


_ pensate for lower volume. 


Fansteel Metallurgical 


We suggested this stock a 
around 81g some months ago. It 
is selling at 1614 as this is writ- 
ten. The annual report, which has 
just come to hand, is worthy of 
special comment. Net profit after 
all taxes was $1.87 a share 


against $1.58 a share in 1941. 
This figure does not include the 
company’s 60% 


interest in_ the 





The Sikorsky two-place helicopter developed for the U.S. Army hovers 30 feet 
above the ground while a passenger comes aboard 
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unconsolidated earnings of Vas- 


coloy-Ramet, which would have 
| added about $1.85 a share more. 


nty But earnings are not the all-im- 


portant thing in the Fansteel 
Whether the stock is 
worth the price depends on the 
company’s future in rare metals 
and the new art of powdered 


| metallurgy. The management at 


present is not in position to tell 
the whole story, it is understood ; 
and perhaps it would not be 
prudent to say too much anyway 
at this stage of development. 
Fansteel seems to be a very con- 
servatively capitalized growth 
company. It has a lot of room to 
grow, and not so many shares 
issued as to prevent the stock re- 
flecting the growth. Of course the 
stock is not yet an investment, 
but it may be someday. 


Douglas Aircraft 
l 
Douglas Aircraft has not been 
keeping pace with some of the 
other aircraft issues and appears 
to be behind the market at around 
64. The company’s annual re- 
port for the year ended November 
30, 1942 shows net earnings of 
$18.42 a share against $30.29 a 
share in 1941 when taxes were 
lower and a large part of sales 
were for foreign governments 
rather than for the United States 
Government. In the past three 
years Douglas has earned $66.76 
ashare. In spite of the fact that 
it has paid out $15 in dividends 
and considerably increased physi- 
cal facilities, book value is up 
from $23 a share at the end of 
1939 to $88 a share—which sug- 
gests that earnings have been 
conservatively stated. Inciden- 
tally net working capital per 
share stood at around $56.70 a 
share at the end of November 
against $39.88 a share 12 months 
earlier. Douglas is one of the 
companies which was_ head-over- 
heels in the civilian transport 
business before the war; it has 
experience in this field which 
some of the newer companies lack. 
With only 600,000 shares out, 


Douglas has a more conservative 


| capitalization than any of the 
_ other major aircraft companies. 
| The stock at 64 is up only 13 
| points from last year’s low. It 
| sold as high as 8214 in 1936 when 
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Better-Than-Average Annual Reports Lately Published 


Readers are warned that the following simple table does not, in 
all cases, tell the complete story. Annual reports for 1942 are compli- 
cated by unusual conditions. For instance, not all companies have com- 
pleted their renegotiations of contracts with the government; some 
deducted post-war contingency reserves and others have not; some 
have EPT carry-over credits which tend to swell 1942 per share net 
for a single year; and still others had non-recurrent net from one 
source or another. In this tabulation, the post-war EPT credit has been 
included as a part of income. Only the companies which appear to 
have made a better-than-average showing have been tabulated. 


Earned Per Share 





1942 1941 
Allied Products ............. $12.43 $7.22 
Aviation Corporation.... 0.82 0.48 
Beechnut Packing ........... 6.02 6.19 
Bell Aircraft................-.-. 11.78 5.55 
Budd Manufacturing ...... 2.04 0.39 
Budd Wheel ................---- 1.82 1.80 
Cleveland Graphite ...... 4.24 4.28 
Climax Molybdenum ...... 5.31 3.55 
Combustion Engineering 8.37 6.83 
Decca Records .............- 2.08 2.01 
Fansteel Metallurgical.... 1.87 1.58 
Fed. Min'g & Smelf......... 4.76 4.20 
General Telephone ........ 2.22 2.86 
Glen Alden Coal ............ : 2.17 
GOGGFICD cccccccsscac0-=-- a oe 5.02 
Kennecott Copper. x 4.55 
Ken-Rad Tube & Lamp.... 2.18 2.01 
Lerner Stores ............---. 3.51 3.47 


Earned Per Share 





1942 1941 
Oe | ae ee aR $4.64 $3.95 
ee ae 5.00 4.93 
Natl. Rubber Mach. ...... 2.64 2.43 
Natl. Enamelling ............ 4.27 4.53 
N. Y. Shipbuilding .......... 6.09 6.15 
Niles-Bement-Pond ........ 4.56 3.56 
North American Co....... 1.72 1.81 
Pac. Gas & Elec. ............ 2.21 2.31 
Paramount Pictures ...... 4.70 3.35 
Penney, J. C. .................- 6.58 6.24 
Piper Aircraft ................ 2.10 1.44 
PRONG Oe cxicsnscnsmemnacicn 1.35 0.93 
Remington Arms ............ 0.42 0.38 
Republic Aviation .......... 1.02 0.69 
Thompson Products 6.49 5.36 
Transamerica ......... 0.91 0.84 
United Air Lines ............. 2.08 0.40 
CERO DENG q<0cccccccccncncceee 1.70 1.87 





book value was $70 a share less 
than at present. 


Earnings of New Idea, Inc. 


In a recent tabulation in this 
department the 1941 earnings of 
New Idea, maker of farm equip- 
ment, were incorrectly stated as 


$1.98 per share, whereas the 
right figure is $2.90. Despite 


higher taxes, the report for 1942 
shows net of $2.54 per share, 
which is better than we had an- 
ticipated and _ strikingly good 
under the prevailing circum- 
stances. The acute food shortage 
should result in relaxation of re- 
strictions on farm equipment; 
and the industry’s post-war vol- 
ume prospect is regarded as 
promising. Listed on the Curb 
Exchange, New Idea yields about 
7.8 per cent on dividend of $1.10 


at current price around 14. 
Anthracite Coal 


A leading Stock Exchange 
house which often has done for- 
ward-looking research work has 
published a bullish analysis of the 
outlook for the anthracite coal in- 
dustry. It is based on the pros- 


pect for (1) lower supplies of, 
and higher prices for, fuel oil in 
the post-war period, (2) preju- 
dice against fuel oil in house heat- 
ing which is expected to result 
from the present shortage, (3) 
the growing popularity of the 
domestic anthracite stoker (we 
have mentioned Iron Fireman 
Manufacturing in this connec- 
tion), (4) the end of anthracite 
bootlegging, and (5) better mer- 
chandising of anthracite by the 
coal companies themselves. Of 
course Glen Alden is one of the 
better anthracite stocks. 


Paramount Pictures 


Holders of Paramount Pic- 
tures preferred stock should con- 
vert it into common without de- 
lay. It is called for retirement as 
of May 10th at 100 plus accrued 
dividend, but is convertible into 
common stock on the basis of 
seven common for one preferred 
until April 26th. At the recent 
prices seven shares of common 
have been worth around $154, 
which is a lot more than $100. 
Incidentally the dividend on 
seven shares of common at $1.20 

(Please turn to page 725) 
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Business Is Good Now: 
No Undue Difficulty .... 
Should Be Found In Con- 
verting Plants to Peace- 
Time Activities ...... 


Post-War Outlook 
Promising 


++ 





By 
The Magazine of Wall Street 
Staff 


CHRYSLER CORPORATION 


S enssons has been all-out in making war goods 
for many months, with a wide range of products 
used by the armed forces, of which the most impor- 
tant are tanks and airplane engines. The transition 
from making the Chrysler, Plymouth, De Soto and 
Dodge cars and trucks proved to be somewhat costly 
and affected earnings in 1942, but the 1943 pros- 
pects for restoring the pre-war earning power is 
good, if the company is engaged throughout the 
year in the war effort. As of January 1, 1943, the 
company had $1,350,000,000 in orders on its books, 
and has been running at a rate of over $1,000,000,- 
000 a year so far this year in turning out its widely- 
varied war goods. There are strong possibilities 
that the gross business of 1942 of $623,655,208 will 
be doubled this year. 

The high cost of transition to war business is 
shown in the net earnings of the company before 
taxes in 1942, being $47,529,013, which compared 
with over $70,000,000 in 1941. Unlike many other 
companies which deducted their reserves for post- 
war contingencies direct from income, this company 
set up such a reserve as a surplus deduction, taking 
$10,000,060 for that purpose. This partly offset 
the depreciation and amortization items in the 1942 
income account of $12,477,438, which were less than 
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half of those the year before. The final net income 
figure as reported in the earnings account equalled 
$5.87 a share, but if the post-war contingency fund 
was deducted, the net income in 1942 would be only 
$3.57 a share. 

The current position of the company improved in 
1942, with current assets at the year-end of $259, 
588,078, of which $87,522,303 was cash. Current 
liabilities stood at $118,217,426, and working cap- 
ital at $141,370,652, compared with $135,494,103 
working capital at the end of 1941. 

When the war is over, the patterns, dies, machine 
tools, and lathes which were used to make the 1942 
models of the various cars made by the Chrysler 
Corporation will be taken out of storage, and the 
first new cars will be the 1942 models that had such 
a short run. It will be remembered that soon after 
Pearl Harbor, the government banned the produc- 
tion of new pleasure cars, and relatively few 1942 
models had been completed and delivered before 
that. At some time not sooner than a year after the 
war, and it may be two years, some radical changes 
are looked for in the motor car industry. Engines 
that will deliver more power on less fuel, using high 
octane gas; car bodies as different from the latest 
models as they in turn were from the ones of a 
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decade or more ago; many gadgets not in any car 
now; and above all, far more mileage to the gallon; 
are among the changes expected in Chrysler and 
other cars in the future. 


UNITED STATES RUBBER COMPANY 


The United States Rubber Company is in its one 
hundredth year in the rubber business, as its two 
former subsidiaries, L. Candee & Co. and The Good- 
year’s Metallic Rubber Shoe Company were formed 
in 1843. ‘They were components of the present com- 
pany at the time of its incorporation in New Jersey 
in 1892. 

United States Rubber is the largest company in 
the rubber goods business, with a wide variety of 
products of which tires and tubes had produced 
about half of its revenues before the war, and the 
balance from crude rubber production from its own 
plantations in the Far East and from rubber toys, 
footwear, clothing and mechanical goods. In the 
past year, the plantations have fallen into the hands 
of the Japanese and have been completely written 
off the company’s books. The 70,000 tires produced 
daily for civilian use are now turned to war vehicle 
tire output, and the various other departments con- 
verted to war work. A huge amount of rubber goods 
are used in tanks, airplanes and all types of war- 
ships; there are rubber rafts, bullet-sealing con- 
tainers for gasoline, barrage balloons, rubber boats 
and pontoons, and rubber for shoes and clothing for 
the armed forces. 

The supply of crude rubber has been supple- 
mented to some extent by synthetic production from 
the company’s three new plants, which are expected 
to turn out nearly as much synthetic rubber this 
co as the crude and reclaimed rubber available in 

The company has gone into other lines besides 
rubber goods in the war effort, including textiles 
made of cotton and asbestos in the tire cord mills, 
the making of a number of chemicals in the plant 
formerly devoted to rubber chemicals, tools and 
equipment in the machine shops, while ammunition 
is being made in co-operation with the government 
in six new plants. 

U. S. Rubber sales in 1942 were $290,992,037, 
compared with $315,245,328 in 1941. Net operat- 
ing income came to $35,508,778, against $34,047,- 
216 in 1941. In the past year, $15,487,414 deduc- 
tion from operating income for war losses, mostly 
in the loss of the Far East rubber plantations and 
plants, compared with $1,000,000 war loss in 1941. 


Federal taxes in 1942 came to $11,600,409 com- 
pared with $18,896,044 in 1941. The final net of 
$8,381,011 after bond interest and allowing 8% on 
the preferred, equalled $1.82 a share on the common, 
against $4.86 a share in 1941. 

At the end of the year, current assets were $138,- 
670,730 and current liabilities $35,511,957, leaving 
$103,158,773 working capital. During 1942, the 
company retired $3,384,000 of its bonds and 1943 
sinking fund operations provide for retiring $2,- 
838,000 more. 

The company did not pay any common dividend 
in 1942, but has declared one of 25 cents a share for 
payment in the second quarter this year. The pre- 
ferred received only $4 in 1942. In 1943, the pre- 
ferred received $2 a share on March 26 and a like 
amount is to be paid on June 25. 

United States Rubber should find it a matter of 
but small cost and little loss of time to convert its 
machines from making tires for army cars and 
trucks and airplanes to those for civilian use when 
the war is over. The Far Eastern plantations, which 
once were a source of large profits to the company, 
may not be so quickly converted when they are re- 
covered from the Japanese. It is probable that ex- 
tensive damage has been done, and destruction can 
be expected by the Japanese before they are driven 
out. The entire investment there has been written 
off, however, and the company will have its supply 
of synthetic rubber to take the place of the natural 
product. 


EATON MANUFACTURING COMPANY 


“Every motor car and truck has an Eaton prod- 
uct in it” was an axiom before the war, including 
axles, engine valves, valve lifters, valve seat inserts, 
cylinder linings, coil and leaf springs, castings, 
heaters, stampings, spring washers, bumpers, 
bumper guards and snap rings. The company has 
undoubtedly been able to find a place for all of these 
products in vehicles used by the armed forces and 
has also gone into a number of other materials and 
devices used by the government in its fighting units. 

Because of some complications which have arisen 
in connection with contracts, the company has not 
as yet issued its annual report for 1942 and post- 
poned the annual meeting to April 28 because of 
this delay in its income statement. In the first nine 
months of 1942, the net earnings were $16,872,519 
before taxes against $7,732,941 in the same period 
of 1941. In the 1942 period, Federal income and 
excess profits taxes were $13,803,523 compared with 





—Per Share on Common Stock— 
1936-9 1936-9 
Net Average Average 
Book Current Earn- Divi- Earnings——— 


Name of Company Value a. ings dends 1940 1941 1942 1940 
$ $ 

12.77 1.80 1.19 2.17 2.64 1.07 1.28 
5.87(a)5.50 
5.80(b)3.00 
: A 4 4.44 2.25 
28.15 3.09 2.97 3.03 5.09 3.04 2.25 
54.31 2.27 nil 3.58 4.86 1.82 _ nil 





American Stove ..... 24.70 

+ tag So ke TESS. 46.27 A R . . 
4... _—_———aae 26.56 11.92 2.74 2.09 4.26 " 

Outb'd Mar. & Mfg..19.27 3:52 


Underw.-Ell.-Fisher .35.92 
U. S. Rubber ........... 32.38 





Per Share on Common 





-Price Range- Price Rrange 








Dividends—- Ss§ —-1936-9-—  ———-1940- 1941 —1942-43-— 
1941 1942 High Low High Low High Low High Low 
1.20 1.20 19 9 17% # 11 132 6% 15 72 
6.00 3.50 135% 353% 91% 53%2 73% 415% 74% 43% 
3.00 3.00 40Y2 10%2 37 22 36% 21 39%2 26 
2.25 2.25 28 10 22% 19 264 16 30%2 16% 
3.50 2.50 102% 34%2 45 21/2 37% =927% =8651 28% 
2.00 nil 72%, 163% 41% ‘15 28V2 13%2 33% 13% 


(a) Before a post-war adjustment reserve, deducted from surplus, equal to $2.30 a share. 


(b) Fourth quarter estimated; nine months net was $4.36 per share. 


a 








APRIL 3, 1943 





709 




















$4,632,090 in 1941 and the nine months net come 
in 1942 of $3,068,996 equalled $4.36 per share 
against $3,100,851 and $4.40 a share in the 1941 

eriod. For the full year 1941, the net per share was 
$6.20. Because of renegotiation of contracts, it is 
likely that a somewhat smaller final figure will be 
reported for 1942, but to this may be added a post- 
war refund. 

Eaton Manufacturing has become an important 
factor in the past two years in supplying a number 
of airplane parts and this business is expected to be 
on a larger scale in 1943. 

No balance sheet has been published since the end 
of 1941 when current assets were $19,332,374 and 
current liabilities $10,945,692, with $8,386,682 
working capital. 

The outlook for the motor car industry is dis- 
cussed above. When the time to stop war work and 
return to peace-time output is at hand, the Eaton 
plants will take up many of their old lines again 
without change in type from what they delivered for 
the 1942 model cars and trucks. Their largest cus- 
tomers were General Motors, Chrysler, Ford and 
International Harvester before the war. 


OUTBOARD MARINE & MANUFACTURING 
COMPANY 


This company had the largest production in its 
history in 1942, and it was all in war work, consist- 
ing of the making of airplane engine parts, aircraft 
instruments, outboard motors for the Army and 
Navy and numerous other articles. Before the war, 
the principal product was outboard motors from one 
cylinder of one-half horse power to four cylinders 
with 33 horse-power. They had trade names of 
“Elto,” “Evinrude” and “Sea-Horse.” Other motors 
produced by the company were used in electric re- 
frigerators, pumps, washing machines, lawn-mowers 
and to generate electric power. 

In the fiscal year to September 30, 1942, the com- 
pany reported gross business of $16,000,251, com- 
pared with $13,027,556 the year before. In pre- 
ceeding years, the total business had not once gone 
over $10,000,000 in any year. The net per share 
in the 1942 year equalled $4.88 before the deduction 
of the equivalent of $1.01 a share for possible future 
inventory losses. This compared with $5.81 a share 
in 1941 before the deduction of 73 cents a share 
for special reserve. 

On September 30, 1942, the current assets were 
$10,476,328 and the current liabilities $7,130,125, 
leaving $3,346,203 working capital. 

The present company has been in business since 
1936, but its predecessors were formed in 1929 and 
1931 and succeeded to businesses which had been 
started many years before that. During the seven 
years the present company has been operating, it 
has grown to be recognized as a consistent earner and 
good dividend payer. In the past few years, the 
dividends were $2.25 a share annually, and while 
only 50 cents was paid in the first quarter of 1943, 
a larger payment in later quarters is expected. In 
the final quarter of 1942, the payment was 75 cents 
a share. 
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Outboard Marine & Manufacturing is making 
many of the same kind of motors for the armed 
forces as it did in peace times, although production 
has run more to higher-powered motors than before, 
It should have little difficulty or lost time in getting 
back to supplying the wants of the small yachts, 
pleasure craft, and fishing boats after the war. 


UNDERWOOD ELLIOTT FISHER COMPANY 


“From plow-shares to swords” might be said to 
apply to this company’s business in 1942, for in- 
stead of the huge manufacture of typewriters and 
business machines which had been its main activity 
before the war, it slowed down and later discontinued 
the making of them during the year and took up the 
manufacture of U. S. Carbine, Caliber .30, M1. 
The carbine has been used by the Army in place of 
the pistol, not only for privates in many fields who 
are not armed with rifles, but also for officers. In 
this war, the carbine has been developed as a weapon 
of offense also, whereas the pistol was of value only 
in close defense. This company has also received 
large orders for many other war-use items, including 
airplane instruments, gun parts, fuses, primers and 
ammunition components. 

The office machine work of this company has not 
been stopped by government order, but production 
has been on a small scale in recent months. 

In the early part of 1942, the restrictions on 
metals and price ceilings caused some decline in 
income even before the restrictions on making and 
later the discontinuance of manufacturing type- 
writers was ordered. This is reflected in the smaller 
total business of the company of $33,256,671 in 
1942 compared with $36,485,678 in 1941. Net be- 
fore taxes in 1942 was $6,743,678, compared with 
$8,072,362 in 1941. The final net equalled $3.04 a 
share compared with $5.09 in 1941, while the divi- 
dends in 1942 were $2.50 against $3.50 a share in 
the previous year. 

At the end of 1942, the company had the strong- 
est working capital position in its history. Current 
assets were $25,087,595 of which $9,202,904 was 
cash. Current liabilities totalled $4,407,874 and 
working capital was $20,679,720. 

A large accumulated demand will await the re- 
storation of this company’s normal business after 
the war is over. The government has taken the 
major part of the country’s newer typewriters and 
is still seeking more. Businesses of all kinds have 
had to use older machines and in many cases would 
buy new ones at once if they were available. The 
other leading products besides the Underwood and 
Noiseless typewriters include accounting, fanfold, 
calculating, writing and automatic feed machines, 
cash registers, and business supplies. 


AMERICAN STOVE COMPANY 


This company has converted its plants to war 
work, but much of the cost of it fell in 1942 and 
there was not so much of (Please turn to page 726) 
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CONCLUSIONS 


MONEY AND CREDIT—Bank assets 
at record high. Prolonged era of 
low interest rates might eventually 
lead to Government operation of 
banks and insurance companies. 


TRADE—Meats and edible oils ra- 
tioned. Dealers complain of post- 
rationing slump in sales. 


INDUSTRY—Half of goods and serv- 
ices produced this year will be for 
war purposes, against only 10%, in 
1941. 


COMMODITIES — Sales of several 
farm products, notably corn, nearly 
at standstill pending clarification of 
Government's price policy. 





The Business Analyst 


Business activity has risen more than a 
point during the past fortnight, to a new all- 
time high; but is still fractionally under last 
year's peak on a per capita basis. Commerce 
Department predicts that goods and services 
(the so-called “gross national product") to 
the value of $180 billion will be produced in 
the U. S. this year, of which about half will be 
for war purposes compared with less than a 
third last year and 10% in 1941. 


* * * 


Secretary Morgenthau estimates that the 
national debt will reach $210 billion by the 
end of 1944, involving interest payments of 
$4 billion yearly. He says that to service such 
a debt will require a high post-war national 
income. Dr. Moulton, of the Brookings Institute 
points out that events of the past two years 
have exploded the fatuous theory of New Deal 
spenders that lifting the national income by 
lavish Government expenditures will automati- 
cally balance the budget. The higher the na- 
tional income is forced by Government ex- 
penditures the bigger the deficit. 

x * x 

Proponents of a large Army have dragged a 
red herring into the argument by spurious 
comparisons with what Germany is doing. They 
say that if Germany, with a 40-million popula- 


(Please turn to following page) 
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Inflation Factors 
Latest Previous Year © 
Date Wierhte. Wi -erbde. Ago PRESENT POSITION AND OUTLOOK fe 
FEDERAL WAR SPENDING} (F.Y.) | - 
(Subtotal to Date) t Mar. 22 $48,682 $42,671 $12,113 (Continued from page 711) 
tion can put 8,000,000 men in the field, we, with — 
FEDERAL DEBTt (Gross to Date) Mar. 22 $115,281 $113,281 $60,747 a population of 135,000,000, should be able to sT 
maintain an armed force of 27 million without 
MONEY SUPPLY disrupting the civilian economy. But Germany = 
has an almost equally large force of civilian EL 
Member Bank Dem. Depositsv...... Mar. 13 $32,166 $31,305 25,129 
Currency in Circulationj.............. Mar. 20 $16,115 $16,205 sn 474 en, ceatiod tram conquered: ond vassal coun. 
y tries, to release her citizens for the army and 
keep them supplied. To transport and service 
NATIONAL INCOME armed forces overseas calls for a much larger 
Total Income Paymentst Jan. $10,769 $11,524 $8,487 labor force which can be drawn only from our 
Salaries and Wagest....... 0 7,627 7,635 5,719 own population. Lend-lease requirements add to 
gy slg one ing ion 9043 nee alee the manpower needed on our home front. It is 
Ferm Merketing income? fosi... a Jen. 1,270 1,499 1.005 thus scarcely surprising that the Administration 
Including Govt. Payments (ee) Jan. 1,370 1,571 1,116 has finally decided not to build up our armed 
forces to more than 11,000,000 this year. 
FACTORY PAY PAYROLLS (di) Dec. 278.9 270.6 191.0 phates 
Reporting to President Roosevelt, Chairman 
FACTORY EMPLOYMENT (dl) Leo ts Crowley, of the Federal Deposit Insur- 
Durable Goods ..eccssnsssssssesetnes Jan. 218.4 215.5 169.1 | ance Corp. points out that the nation's banks 
Non-Durable Goods «.....sssscessesese Jan. 122.8 124.4 116.8 | have the strongest asset position of record. The 
F.D.1.C. now provides protection for 65 million 
BANK DEBITS bank accounts and, since its establishment in 
Member Banks (101) Citiest....... Mer. 13 $9,809 «= $12,202 gu,72q | 1933. hes saved from loss more than 1/4 million 
tS Se Mar. 13 $3,942 $4,891 $3,696 | depositors (99.87%) in 390 insured banks. Dur- 
ing the ten-year period since 1933 only 490 
Cost of Living (c) banks have run into difficulties, compared with 
All Items aa 101.8 101.4 95.1 13,500 in the decade prior to 1934. a 
Food Feb. 110.2 109.1 95.7 * * * Ss 
ousin i iy BS, 
Clothing Feb, = ip oe Mr. Crowley says that the outlook for increased 2 te 
Fuel and Light so cscncssencnnenes Feb. 92.2 91.7 90.4 | banking profits is good and urges that such} |  |o, 
a 08% Value of Doll Feb. 106.7 106.6 102.9 increases be added to capital accounts and kept E chi 
urchasing Value of Dollar............ Feb. 98.2 98.6 105.2 available to finance conversion of industry to Be 
peace-time activities after the war. Observing t= 
RETAIL TRADE that for the past half century banking capital Ne 
Primary Distribution (b)............c000 Jan. 144 142 113 has not kept pace with the growth in deposits, Iss 
craiceaonay Me — (b)....... Jan. 90 83 103 Mr. Crowley warns "survival of the system of 27: 
Total}. snemeiel Oct. $7,413 $6,945 $6,385 privately owned banks depends upon assumption s | 
Goodsf Nov. $4,823 $5,120 $4,233 by the owners of a reasonable part of the risks ; 
Pig od Oct. $2,293 $2,300 $2,152 involved in making loans to individuals and busi- , 
powell nee 4 heey HampcKuamess % _ “ise "oe “ae ness enterprises. To the extent that such risks , 
Non-Durable Goods} saith ter yng $3,829 $5,039 $3,562 are shifted to the F.D.I.C. and other Govern- , 
Department Store Sales ...............+ Feb. 165 143 126 ment agencies, increased supervision by the 1 
Chain Store Sales (g).........s..sesssssessee Feb. 194 177 165 Government becomes necessary." a 
Rural Sales, Gen. ieokaaline (m)| Jan. 200.0 170.5 199.0 a | 
Commercial Failures (c)................ Jan. 458 506 962 lian tz 
This is reminiscent of a parallel admonition 
PRICES uttered not so long ago by the head of the ‘ 
| Wholesale (h) scenes Mar. 13 103.2 102.9 97.1 | Reichsbank to bank owners in Germany. The ‘ 
Retail (s) Feb. 113.1 113.1 1.9 irony in both instances is that there is little iF 
margin for risk insurance in the low interest 5 
DEPT. STORE STOCKS (f) Nov. 105 115 95 | rates set by Government competition. 
* ok * 
( 
MANUFACTURERS ORDERS Main center of interest on the home front just 
SHIPMENTS & INVENTORIES (e) now is the growing shortage of food. Stocking 
ay ne i gg See Coe eR oo = 8 = by the Armed Forces, civilian consumers, pro- : 
Metdioakie Gesds Re cece ya 168 187 on ducers and distributors probably is a more im- , 
Shipments—Total .................. : ortant contributing cause than generally appre- 
PMONTS—“LOtAl  .....0.ceccccscccsscnscsveee Jan. 226 240 184 P 
MII MOIS ssi gssbcazabcoxstcancsaecs Jan. 303 320 214 ciated. Most of us are personally acquainted , 
Non-Durable Goods Jan. 166 178 161 with the naive housewife who said she was laying 
Inventories—Total .| Jan. 177.5 177.6 161.9 | . , | 
Durable Goods ........... Jan. 210.5 210.1 179.2 | ina large supply of groceries before those hor- a 
ee ee 9 | rid hoarders got busy. Some of us perhaps know Ne 
AP 
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Latest Previous Year 
Date Wheride, Wherbls. hae PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS of dealers who have done likewise. 
ACTIVITY 1923-25—100 Mar. 13 126.4 126.2 122.0 aed 
INDUSTRIAL PRODUCTION (a) Jan. 200 197 171 One proof of this is the loud complaint by 
Durable GOOdS: csscscssccsssscssdssisecsectss Jan. 290 285 ta well stocked grocers over the current slump in 
Non-Durable Goods Jan. 150 148 consumer purchases of canned goods—a quite 
STEEL natural aftermath of the pre-rationing rush. Can- 
Ingot Production in tons ®......... Feb. 6,811 7,408 6,521 | ners whose warehouses are still stocked to the 
Year's Total Production to *...... Feb. 4220) itasases 13,654 roof with Government purchases of the 1942 
ELECTRIC POWER OUTPUT pack say that they may have to cut production 
K.W.H.F Mar. 20 3,946 3,944 3,357 of canned foods this year. 
* * * 
ENGINEERING CONSTRUCTION f 
Volume W (Om) cesscssssesseesseeeneen Mar, 25 $74,130 $55,643 $HI7IS | Kf — ~~ the only a : — 
e situation would soon right itself as goods 
PETROLEUM began to pile up again on dealers’ shelves while 
Average Daily Production bbls. *.... Mar. 20 3,903 3,877 3,691 consumers used up their excessive reserves. A 
Crude Runs to Stills Avge. bbls. x — a4 eu Be wale minor example of this is the recent reduction in 
Total Gasoline Stocks bbls. *.......... ar. 20 AS : ’ : : 
i ess point values for dried beans. Unfortunately the 
Fuel Oil Stocks bbls. ¥....0...... cee Mar. 20 68,178 68,243 83,394 crux of the difficulty lies in faulty planning 
TRANSPORTATION which, for political reasons, may not be rectified 
Carloadings, total Mar. 13 769,402 748,890 799,356 in time to avert a shameful food crisis. The 
sy ssneeed véacsbeocasvessssassSwnsvscasseviassccsees — a Beem wean aeare OPA can and does place ceilings upon retail 
Forest Products nn Mar. 13 42,308 «34,499 «47,486 ‘| Prices; but is prevented by Congress, bowing to 
Manufacturing and Miscellaneous.. Mar. 13 360,889 349,510 373,871 pressure groups, from halting the rise in such 
L. C. L. Mdse a Ks by one bey i Peep basic costs as wages and farm staples. In con- 
Ore .. ar. ' ' ' f ducti 
Coke : Mar. 13 14.821 15.221 13-751 pr agpantin cae processes “e ~ “ 
Sieshach Nar: 12 12,504 12,850 10,868 poser ution = eing disrupted an ac 
marketeering invited. 
GENERAL ** * 
Lumber Productiont (ba. fet = “—_ 2 eee 
Jo Ube f ccccccccccee an. ' ' ' 4 illion—51 2% i 1941. 
Cigarette Production? .........cssse0-. Feb. 17,678 20,370 16,628 ee rig 7 e 
Bituminus Coal Production&(tons)| Feb. 48,920 47,209 44,374 | Corporate profits last year, after taxes, were 
Portland Cement Shipments*( bbls. Jan. 8,641 8,923 9,115 about the same as in 1941—$7.7 billion. 





t—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100% estimated long term 
trend. (c)—Nat. Ind. Conf. Bd. 1923—100. (dl) —U, S. D. L. 1939—100. (ee)—Dept. of Agric. (en)—Engineering News-Record. (f)—1923- 
25—100. (fy)—Fiscal Year Basis. (g)—Chain Store Age. (h)—U. S. B. L. S. 1926—100. (I]—1939—100. (m} 

child Index, Dec. 1930—100. (St)—Short tons. 


—1929-31—100. (s)—Fair- 
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No. of 1943 Indexes (Nov. 14, 1936, Cl—100). High Low Mar.20 Mar. 27 
Issues (1925 Close—100) High Low Mar.20 Mar.27 | 100 HIGH PRICED STOCKS...... 61.83 52.87 59.16  61.83C 
273 COMBINED AVERAGE........ 76.0 54.5 71.8 76.0E 100 LOW PRICED STOCKSG........ 69.26 43.61 64.64 69.26E 
3 Agricultural Implements ...... 134.3 105.2 121.0 134.3F 3 Liquor (1932 Cl—100)........ 235.3 197.1 227.3 235.3F 
9 Aircraft (1927 Cl_—100)...... 177.7 131.8 166.4 177.7B De SNE io esciescccccciccccscsacocies 82.6 95.1 102.3B 
5 Air Lines (1934 Cl—100).... 437.3 363.1 426.7 © 437.3Z 2 Mail Order 61.8 68.1 71.18 
5A I Saceaseds 63.0 40.2 56.8 63.0F 3 Meat Packing ..........c..cceeee 50.0 34.9 45.5 50.0B 
12 Automobile Accessories........ 118.8 83.0 113.7 118.8F 10 Metals, non-Ferrous .............. 148.7 106.8 137.9 148.7C 
RS Automobiles: xccccsscctsosciesstecvsce 17.3 9.7 15.7 17.3F RIED sei casciecccscetsssa ceucesesexenscase 12.3 9.0 11.7 12.3B 
3 Baking (1926 Cl.—100)........ 13.7 8.5 11.2 13.7D AU PRONE Socsiiecacccrkaciec 118.0 86.9 109.9 118.0F 
3 Business Machines ................ 161.4 129.4 157.3 161.4D 18 Public Utilities uo... eee 40.6 23.2 39.1 38.8 
2 Bus Lines (1926 Cl.—100)..... 80.9 54.9 75.9 74.3 3 Radio (1927 Cl—100)........ 20.0 12.1 18.3 20.0F 
© Chemicals ....c..scsccescccsossossssses 178.3 153.5 171.6 178.3D 7 Railroad Equipment ............ 46.6 32.1 44.1 46.6B 
13 Construction .....c.ccscscesecesseeeeee 31.0 23.3 29.8 31.0C DW i 14.5 9.8 13.2 14.5D 
Di CONTROLS cocd cs cccsceacetscstleicses 214.0 177.1 209.7 214.0C D SIIPDGGIG Es cscicessesscsccscscesese 104.2 83.4 101.2 104.2A 
8 Copper & Brass........cecccsesess 81.0 63.6 76.5 80.8 SORE ENNTINES gcse. acscscatseiSiacecke 253.6 197.8 246.9 253.6C 
2 Dairy Products occ 35.7 29.7 34.4 35.7F C7 ee 0) eee 72.3 57.6 68.0 72.3B 
6 Department Stores ................ 21.1 15.4 19.8 21.1B 7 igh" SEES eS 38.8 32.2 37.6 38.8A 
5 Drugs & Toilet Articles........ 72.3 50.9 69.1 72.3F Be SUN oescces cess cco tieccecccasvees 188.8 180.2 187.0 187.4 
2 Finance Companies .............. 190.5 152.6 183.6 186.4 3 Telephone & Telegraph........ 78.4 67.0 74.4 77.2 
6 Food Brands .........c.ceccccscssessee 110.8 85.5 105.5 110.8C i WORE co er oes cock cies 46.9 33.7 ad 46.4 
BEEOOA STORES! Sssccssskicesscccccssseee 39.1 37.7 38.2 38.3 S Tikes & RGB Gees k.si. ns cscscsccsa.. 23.4 16.5 21.0 23.4F 
walle CT er eee eee 49.4 35.0 47.7 49.4C 4 Tobacco 60.6 52.2 58.2 58.8 
3 Gold Mining oo... cccccccccseccseee 769.2 610.3 697.0 769.2C 2 Vaslety Stores: oc. ciicscccssecsisecsss 212.1 182.4 206.1 212.1B 
6 Investment Trusts ..........cc.0--. 34.7 22.7 31.5 34.7F 20 Unclassified (1942 Cl—100) 155.8 100.0 145.2 152.3 
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New HIGHS since: A—1942; B—1941; C—1940; D—1939; E—1938; F—1937; Z—New all-time HIGH. 

















































Recent developments tend to support the opinion ex- 
pressed in our last issue that curtailment of short term 
speculation in primary commodities seems inevitable, be- 
cause producers and processors wish to free production 
from the gamble of erratic prices. Thus wool growers want 
the Government to take over the annual wool clip for 
the duration and for two years after the war. Speakers at 
a meeting held by the American Institute of Mining and 
Metallurgical Engineers urged the Government to provide 
a program for stock-piling strategic and critical minerals 
after the war is over. President Roosevelt plans to con- 


Trend of Commodities 





vene a meeting of the United Nations this spring to con. 
sider the general idea of preventing either famines or sur. 
pluses and at the same time give producers assurances of 
good prices. This is reminiscent of the multifarious valoriza. 
tion projects which ran into political and economic difficul. 
ties in pre-war days. Governments were authorized to buy, 
but never to sell. Production under the resulting high prices 
ran riot. In Brazil, coffee was burned by the thousands of 
tons to get rid of surpluses. Since our last issue, sales of 
several farm products have come near a standstill pending 
clarification of the Government's policy as to farm prices, 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 


Date 2Wk. Mo. 3Mo.6 Mo. | Yr. 
Mar. 24 Ago Ago Ago Ago Ago Ago 


Date 2Wk. Mo. 3Mo.6Mo. 1 Yr. 2 Yr. 

Mar. 24 Ago Ago Ago Ago Ago Ago 

28 Basic Commodities. ...... 176.6 176.3 175.4 172.7 169.2 166.2 132.9 
import Commodities .......... 167.4 166.5 166.0 163.6 162.5 163.5 142.8 
Domestic Commodities ...... 182.8 183.0 181.7 178.8 173.7 168.1 126.8 


Domestic Agriculture 


Foodstuffs 


Raw Industrial 


1943 








2Yr. 


208.7 207.4 204.3 195.8 186.2 182.5 1304 
201.5 201.6 199.9 196.9 190.0 183.1 132.0 
159.8 159.2 158.8 156.3 155.0 154.5 1334 
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Average 1924-26 equal 100 

1943 1942, 194119401939 1938 1937 
. 92.16 88.88 84.60 64.07 64.67 54.95 82.44 
OE: 88.45 83.61 55.45 48.74 46.59 45.03 52.03 
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15 Commodities, December 31, 1931, equal 100 


Copyright by Moody's Investor Service 
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The Personal Service Department of THz Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker, This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1, Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Encaustic Tiling 


Do you think the new product that 
American Encaustic Tiling has introduced 
will stimulate the company to any great 
extent?—H, B. S., Suffolk, Virginia, 


We consider American En- 
caustic Tiling Company common 
stock as very speculative. For the 
year 1942 it earned only 2¢ per 
share as compared with 25¢ in 
the preceding year. As of De- 
cember 31, 1942 cash on hand 
amounted to only $182,687 with 
total current assets of $287,700 
as compared with current liabili- 
ties of $36,376. However, the 
latter does not include notes pay- 
able in the amount of $84,000. 

_ The company is manufactur- 
ing Formrite, an inorganic and 
organic thermosetting compound, 
rights for which for the western 
hemisphere were obtained in Oc- 
tober, 1942. This compound is 
said to be adaptable to the manu- 
facture of tools, particularly for 
the airplane industry. In dis- 
cussing the outlook for 1942, the 
company’s president said that 
profits were dependent princi- 
pally upon the extent to which 
the sale of Formrite and its prod- 
ucts was developed and the in- 
come from the rental of part of 
its plant in Perth Amboy which 
had been leased. From a 1942 low 
of 5 the stock has risen to 234 
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as of March 23 closing. Some 
further enhancement is probable 
but only temporary retention is 
advisable. 


Pepsi-Cola 


As you know, Pepsi-Cola has doubled in 
price in a very short time. 

I sold 100 shares short at 31, 100 at 34, 
100 at 36, and 100 at 38. What is your 
advice? Should I cover and take a loss and 
then go long with the expectation that the 
stock might go to 45 or 50, or should I go 
short a couple hundred shares more at the 
now prevailing figures which are 40 and 
over and wait for a _ reaction?—O. L., 
Pittsburgh, Pa. 


Earnings of Pepsi-Cola for 
1942 are reported at $3.30 per 
share vs. $4.93 a share for 1941. 
Sales are likely to be well main- 
tained during 1943 and with in- 
gredient costs fixed and other ex- 
penses subject to close control, 
operating income of this company 
should hold up well. 

Pepsi-Cola’s bottlers eliminated 
many of their sweet lines and 
were able to turn over their sugar 
allotment for use in the ‘Pepsi’ 
drinks. 

Pepsi-Cola last December com- 
menced sale of syrup at fountains 
and has established a plant in 
Mexico, where sugar is not ra- 
tioned, to produce syrup for such 
use. 

Market action of this stock 


points to higher prices. Of late, 
on market reactions, this stock 
seems to meet excellent support 
and quickly erases any loss caused 
by selling pressure and continues 
to make new highs. Of the 1,898,- 
570 shares outstanding over 25 
per cent is owned by Phoenix 
Securities Corp. 

To summarize, according to 
present tape action, we would not 
be inclined to be short of this 
stock, as it also has excellent post- 
war possibilities. 


Chrysler 


Contemplate purchasing Chrysler Corp. 
for long term as addition to well diversi- 
fied list. General Motors now held. Is it 
advisable to increase General Motors hold- 
ings or add Chrysler?—C. H. A., Louis- 
ville, Wy. 


General Motors and Chrysler 
are the leading companies in the 
automotive industry. Inasmuch 
as you now hold General Motors, 
we would buy Chrysler when the 
time appears propitious. How- 
ever, we would point out to you 
that General Motors at 4814 is 
1814 points above the low of 30 
registered in 1942 and Chrysler 
is 38014 points above the low of 
437g reached last year. 

The Dow Jones __ industria) 
averages have advanced 37 points 
from the low reached in 1942 and 
a reaction within the next few 
weeks is a possibility. There is 
no doubt that both of these com- 
panies will do well in the post-war 
period but peace does not appear 
imminent. Any reaction in mar- 
ket prices, generally, »ill un- 
doubtedly adversely affect the 
prices of these two stocks also. 
We would prefer to buy Chrysler 
only at a lower level. 


St. Paul Railroad Bonds 


What effect has the Supreme Court de- 
cision on March 15, 1943 on the Chicago, 


(Continued on following page) 
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Milwaukee, St. Paul §& Pacific Railroad 
donds 5’s due 2000? 

I purchased $20,000 at $10 per bond. 
Should I hold or sell my current holdings? 
—J. J. D., Northampton, Pa. 


On March 14th, the Supreme 
Court finally gave its decision in 
the Chicago, Milwaukee and St. 
Paul reorganization case. In ef- 
fect the Court upheld the Inter- 
state Commerce Commission’s re- 
organization plan that wiped out 
all of the stocks. The Court held 
that the Commission was right in 
excluding stockholders and that 
there was no merit in the conten- 
tion that increased earnings as a 
result of the war should be taken 
into consideration. Upon this 
announcement there was a large 
collapse in receivership railroads 
common and preferred stocks but 
some hardening in prices of 
bonds. The St. Paul 314’s of 
1889 were up nearly 5 points in 
a sudden spurt and the General 
4’s and 414’s were higher, while 
the adjustment 5’s went under 10 
after an early high of 10%. On 
March 16th, they closed at 714. 

The bankrupt railroads are 
making a lot of money now but 
the consensus is that these good 
earnings will not be maintained 
after the war. There is also a 
possibility that the railroads may 
have to refund to the United 
States Government millions of 
dollars received from war freight 
as a result of “Land-Grant” rate 
claims. The speculative position 
of the adjustment 5’s is obvious. 
We would take advantage of any 
appreciable advance in the mar- 
ket price of this bond to liquidate 
same and reinvest funds in a bond 
carrying a_ better investment 
rating. 


Midland Railroad of N. J. 


In January, 1936, I bought $4000 par, 
pieces of $500 Midland Railroad of New 
Jersey 5% due 1940 paying 69 therefor. 

Last interest payment was Oct. 1, 1937 
since when they have been in default. 

N. Y., Susquehanna §& Western is said 
to be successor company. There were said 
to be about 31% million outstanding and at 
that time they had a 8 B rating. 

I am unable to learn anything about 
present operations or prospects. Can and 
will you advise me whether I should hold 
or dispose of this holding? I don’t seem 
to be able to find a published quote on 
these.—A. W. M., Erie, Penna. 


Midland Railroad of New 
Jersey first extended 5’s due 1940 
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were assumed by the New York 
Susquehanna and Western Rail- 
road. October 1, 1937, and sub- 
sequent coupons have not been 
paid. This issue is outstanding 
in the amount of $3,488,500 and 
is listed on the New York Stock 
Exchange. The price range this 
year has been: high 5414; low 
4914 ; last 54. This bond carries 
a low investment rating of D. 


On January 20, 1940, the 
United States Circuit Court of 
Appeals at Philadelphia handed 
down decision defining the status 
of six mortgages totalling $11,- 
430,500 upon property of this 
railroad. It was held that the 
Midland Railroad of New Jersey 
5% bonds of 1940 were not a lien 
on the extension railroad. In view 
of the fact that you are not re- 
celving any income from this 
bond at present, we would sug- 
gest liquidating same at current 
market price of 54 and replacing 
it with Cleveland, Cincinnati, 
Chicago and St. Louis C. W. & 
M. D. first mortgage 4’s of 1991 
which are listed on the New York 
Stock Exchange and _ selling 
around 53. 


In making this exchange you 
would be improving your invest- 
ment position by securing a bond 
with a higher investment rating, 
besides receiving a good income 
return therefrom. 


International Agricultural 
Chemical 


In January, 1923, I purchased 10 shares 
of International Agricultural Corporation 
Prefered Stock. Subsequently, I believe in 
1929, some change or recapitalization re- 
quiring the assent of the holders of the 
Preferred stock was proposed. 


Upon consulting a brokerage firm in 
New York their advice was against the 
surrender of these shares because they felt 
the Guaranties written into the face of the 
Certificate were valuable and more re- 
cently the name of the corporation has 
been changed and it is again suggested that 
I surrender the Preferred Stock for shares 
of a new corporation. I feel that I should 
not follow this course before obtaining an 
opinion from some one qualified to offer 
advice and for that reason I am writing 
to you and to others requesting advice as 
to the course I should pursue. 

Will you kindly give me the benefit of 
your opinion and oblige?—A. F. 8., Moncks 
Corner, So. Carolina. 


The International Agricultural 
Corporation is now the Interna- 
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tional Minerals and Chemical 
Corporation. On April 6, 1942 
International Minerals and 
Chemical merged Union Potash 
and Chemical Company, a sub- 
sidiary engaged in mining and 
refining of potash salt and pro- 
duction of by-products thereof, 
and effected a recapitalization, 
Pursuant to the plan, the old pre- 
ferred stock which you hold and 
which had $93.00 of unpaid ac- 
cumulated dividends, was ex- 
changed for one new preferred 
share and three and one half new 
common shares of International 
Minerals and Chemical Corpora- 
tion. The new preferred stock is 
quoted on the New York Stock 
Exchange: bid 62; asked 64; and 
the common stock is selling at 16. 
For each share of your old pre- 
ferred stock you would therefore 
receive security which has a pres- 
ent market value of $118.00 per 
share. 

In our opinion, you should 
make this exchange as the new 
company is going along very 
nicely. However, the preferred 
stock and common stock of this 
company are not seasoned, so if 
you do not care to go along with 
same, the current market price of 
$118.00 for each share of pre- 
ferred and three and one half 
shares of common stock permits 
you to withdraw from a situation 
which was at one time very spec- 
ulative. If you accept the current 
market prices, funds could be re- 
invested in a chemical company 
which has had a better earning 
and dividend record and which 1s 
considered more representative in 
the industry in which it operates. 





Attention Treasurers! 


Leading corporations run their current 
dividend notices with us! They know 
that ALL of our readers are stockholders 
of record, seeking investment for their 
surplus funds. 

What better audiences could you por 
sibly find to place your dividend notices 
before? 

This is an inexpensive way to_ build 
permanent stockholders—to build com 
fidence among security holders in your 
company and its current management. 

Why not schedule your next dividend 
announcement with us? The cost is but 
$1.00 per line! 


Circulation Analysis on Request 


ADDRESS — ADVERTISING DEPARTMENT 
90 Broad Street New York, N. Y. 


——————, 
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REPORT ON 
WARTIME OPERATIONS 











What we received 


for products and services sold ... ~» 


1942 








What we did with the money 


Wages, salaries, social security, and pensions 


Taxes—Federal, state andlocal . . . . 
Products and services bought from others 
Wear and usage of facilities . . . . » 
Estimated additional costs caused by war 
Interest on indebtedness . . . « « « 
Dividends on cumulative preferred stock . 
Dividends on common stock . . . « « 


Carried forward for future needs .. .- 








n04 $1,865,951,692 
‘ $782,661,701 
a 203,755,157 
a, 648,401,343 
— 128,161,530 
a 25,000,000 
—_ 6,153,392 
— 25,219,677 
~~ 34,813,008 
— 11,785,884 
Total $1,865,951,692 
30,029,950 


Steel production he nertensetingete . « « 





AMERICAN BRIDGE COMPANY 

AMERICAN STEEL & WIRE COMPANY 
and CYCLONE FENCE DIVISION 

BOYLE MANUFACTURING COMPANY 

CARNEGIE-ILLINOIS STEEL CORPORATION 


FACTS WORTH NOTING: 


@ $783 million for workers in 1942, or 25% more than in 1941, 
oO 


@ $204 million to government in taxes in 1942, or 21% more than in 1941, 


@ No increase in dividends in 1942. 


@ Balance for future needs 78% less than in 1941. 


Many other interesting facts are told in the Annual Report of U.S. Steel, just published. 
It is a production story—and a financial story—of a great war effort. The complete 
report will be furnished upon request. Clip and mail the coupon at the right. 


71 Broadway, New y 
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1941 


$628,275,135 
168,645,848 
579,640,279 
98,590,187 
25,000,000 
6,033,398 
25,219,677 
34,813,008 
56,138,390 


$1,622,355,922 


28,963,018 
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> Annual Report for toy 
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UNITED STATES STEEL 


OPERATING COMPANIES: 


COLUMBIA STEEL COMPANY 

FEDERAL SHIPBUILDING & DRY DOCK CO. 
H. C. FRICK COKE COMPANY 

MICHIGAN LIMESTONE AND CHEMICAL CO. 
NATIONAL TUBE COMPANY 


os) 


OIL WELL SUPPLY COMPANY 
OLIVER IRON MINING COMPANY 
PITTSBURGH LIMESTONE CORPORATION 
TENNESSEE COAL, IRON & RAILROAD CO. 
TUBULAR ALLOY STEEL CORPORATION 


U.S. COAL & COKE COMPANY 

UNITED STATES STEEL EXPORT COMPANY 
UNITED STATES STEEL SUPPLY COMPANY 
UNIVERSAL ATLAS CEMENT COMPANY 
VIRGINIA BRIDGE COMPANY 
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As I See It! 





(Continued from page 677) 


the least since he is never objec- 
tive in his thinking, but entirely 
nationalistic in every scheme that 
he presents. His new plan of in- 
ternational currency would make 
the rest of the world subservient 
to the British pound and would 
keep the financial and economic 
machinery of the world in British 
hands. 

To complicate matters further, 
rumors are flying fast and furi- 
ous. In view of the conferences 
going on it seems best they should 
be brought out into the open 
where they can be examined and 
refuted if they are false, so that 
we may know where we stand with 
our allies. 

The fear exists in many places, 
since Winston Churchill’s remarks 
in his recent address that part 
of the British Army will be de- 
mobilized when Germany _ is 
beaten, that Britain will begin 
to concentrate on peace indus- 
tries for export while we are still 
at war, and that the burden of 
fighting in the Pacific will sure- 
ly fall almost entirely on the 
United States. Certainly this 
fear should be dispelled by the 


British immediately, especially 
since the renewal of the fishing 
treaty between Russia and 


Japan, signed only the other 
day, lends substance to the view- 
point that Russia is going to 
continue neutral in the Pacific 
struggle. 

As matters stand the United 
States is in the position of being 
called upon to fight with Britain 
on the ground that (1) the Brit- 
ish Isles represent our first line 
of defense; (2) in North Africa, 
to protect the Western Hemis- 
phere—and (3) that we must of 
necessity fight to defeat Japan, 
regardless of whether anyone 
else assists us, in order to pro- 
tect our West Coast. 

On the other hand, we hear that 
Russian realists believe they 
ought to “make time” during the 
two years or more that we would 
be occupied fighting in the Pacific; 
that they ought to take advantage 
of the opportunity which would 
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enable them to turn their swords 
into ploughshares and their pro- 
duction into the manufacture of 
foodstuffs and civilian goods for 
world trade. We also hear the 
British realists consider that their 
losses in China, the Orient and the 
world over requires that Britain 
get to work as quickly as she can 
to rebuilding her export markets 
after Hitler falls. These alarm- 
ing suggestions call for laying the 
cards on the table by all involved 
so that the air can be cleared. 

This reported scurrying to 
cover is based on a dangerous dis- 
trust so that the incompatability 
between the Allies can become ex- 
tremely harmful. It is well known 
that Russia has never felt sure of 
the British and Winston Church- 
ill did not endear himself to Stalin 
on his visit there. The French in 
North Africa, too, are anti-Brit- 
ish and much of the difficulties 
there are attributed to British 
power politics, for DeGaulle is 
being supported and financed by 
the British, who are receiving-val- 
uable concessions in .the Free 
French-controlled territories. In 
fact, so intent are certain British 
interests on recouping their for- 
tunes that, regardless of unpleas- 
ant consequences, there are, in the 
midst of the turmoil of war in 
Africa, seeking economic advan- 
tages at the expense of all con- 
cerned. Already on location is a 
new commissioner with ambassa- 
dorial status and a staff of about 
two hundred, who are combing 
over the west coast of Africa from 
Dakar down, buying up every 
worth-while concession. This sit- 
uation is positively scandalous, al- 
though of course rival interests 
are meeting it with every means 
in their power. 

Intrigue of the most disillusion- 
ing kind is rampant and if this 
war ends in a free-for-all grab it 
will be a spectacle both disgusting 
and revolting to the whole world. 
Furthermore, it is bound to result 
eventually in an uprising by the 
nations in the Middle East and 
the Orient, whose respect for their 
masters has declined precipitously 
since the last war. They fail to 
comprehend the psychology of the 
West. 

In an attempt to do so they 
held a conference after the First 
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World War to see if they could 
not find out why Christians 
fought and killed each other when 
the teachings of Christ centered 
on peace and brotherly love, 
Their own religion glories war 
and those who die in battle. 

The situation calls for a tough 
Uncle Sam, who can hold the 
greedy cliques in line. It also calls 
for an understanding Uncle Sam 
who will recognize the needs and 
requirements of each nation and 
who will make a stand for justice 
for all. Our trump card is the fact 
that the United States Govern- 
ment has the confidence of all 
peoples, that we have no terri- 
torial ambitions, and that the pat- 
tern of the post-war world that 
we contemplate will contain peace 
and decent living standards for 
all mankind. However, let no one 
expect a perfect world, because 
compromises are inevitable. But 
it will be a good world,—and let’s 
hope it will be a much better one. 













What Market Action to 
Take Now 





(Continued from page 679) 


its low—as the market consensus 
figures. “Steel” seems to us one 
medium-quality issue that can be 
bought with less than average 
market risk and greater than ay- 
erage market potentiality. 

We also figure that selected 
rails, most of which are far under 
best prices of even such years as 
1933 and 1934, have large poten- 
tiality from present prices. 





Appraising the New Deal's 
Post-War Plan 





(Continued from page 682) 


inum; 24 for production oF 
fabrication of magnesium; 22 
for producing other metals and 
minerals; 10 for making syn- 
thetic rubber or its constituents, 
with others of these on the way: 
and 80 for producing other mate- 
rials and supplies. 

As regards most of the indus 
tries figuring in the preceding 
paragraph, the stock market for 
a long time has been reflecting— 
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The 15,000 banks of the U. S. have 75,000,000 depositors 
and hundreds of thousands of stockholders. Most people in 
the country do business with a bank . . . from the farmer who 
finances his fertilizer purchases through a bank loan to the 
school child who pushes his dime through the wicket for a 
war stamp. Banks are more than ever before an important 
part of our daily life... and their increasing role in war finan- 
cing is winning for them an enhanced respect and admiration. 


...and BANK STOCKS 


For the last ten years banks have been under discouraging 


influences, which were naturally reflected in their earnings. 


But .. 


The answers to these questions and many others — plus facts 
and figures on more than 40 of the nation’s important banks 
—are contained in our new Bank Stock Survey. A careful 
study of it should enable you to determine whether securities 


in this field are a sound investment for your requirements. 


A copy of this survey will be sent on request without cost or obligation. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
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— Do you know what is happening 
to bank earnings NOW ? 


— Do you know WHY ? 


— What is the dividend outlook for 
bank stocks? 


— What is the post-war picture? 


—In short, are bank stocks aGOOD 
INVESTMENT today? 
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HOW THE FORECAST IS KEEPING 


PACE WITH THIS RECOVERY MARKET 


The New Forecast—geared to today's war markets and now at half its 
former price—is serving more and more investors. We believe you will 
be interested in its record of results to date... 


14934 Points Profit 


—Only 2 Points Loss 
—In The Past 15 Weeks 


These profits ...a ratio of almost 75 to |... have been 
made available through our specific security selections . . 
our definite recommendations of when to buy and when to 
sell. 


To meet the wishes of subscribers, 50% of our common 
stock advices have been under $15 a share. But The Fore- 
cast provides a complete, well-rounded service uncovering 
securities for profit; and for profit and income as showing 
by the following individual illustrations of each type... 


Low-Priced for Profit* 


Gain 
United Gas Improvement ..............5.000cccceceeceesee ete 44°, 
Minn. Moline Power 384, 
III 25.5 stds eraaneetokoues 38% 
I pes iancnsisuscstan ete demeelaeetn ut Ry A 
DN TN II avs cia ccssdeseczdsiabsssancastansoocs sah 
cee eee iy A 


For Profit and Income* 
Points Profit 


PT ois ticsnccaea ere set hee: ce 
RN ood cased cvaeivad case deonds ee . 834 
RO re OE visheisercctehalcnueseds shes 
WVOSIOTINAITION 90 S> a scss-hdhckocicedaceobeacaeteaustosdevenoseacee . 1% 
PF Re & ccc dices .6 


Armour Del. Pf. ...... . BI, 


* Most of these advices are still open for further apprecia- 
tion. Our subscribers have the assurance of knowing that 
we will advise when to take profits . .. when to contract or 
expand their positions. 


THE INVESTMENT AND BUSINESS FORECAST 


() Airmail Your Bulletins To Me. : 
(CJ $1.00 for six months; [) $2.00 for 
one year in U. S. and Canada.) 


Name 


Your subscription shall not be assigned at 
any time without your consent. 


of The Magazine of Wall Street, 90 Broad Street, New York 


I enclose [] $40 for 6 months’ subscription; [] $75 for a year’s subscription. 


(J Telegraph me collect in anticipation of 
important market turning points . . 
when to buy and when to sell. 


PAM A885 A dint th eer. 2 ne ab ae pa 2 ee ne eee sae 


List your present security holdings for our 
analyses and recommendations. 


APY 
THE MAGAZINE OF WALL STREET | 


493% Gain In Subscribers 
—In The Past 15 Weeks 
How our clientele has shown a five-fold increase in a 


sweeping uptrend is graphically portrayed by the following 
chart: 
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That investors all over the nation are enjoying the ad- 


vantages of Forecast Service is shown by this sectional 
breakdown by states... 
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Have The Forecast Serve You 
In This Recovery Market 


So that you, too, may have the benefits of The New 
Forecast . . . at the low prices still open . . . we suggest 
that you enroll now. You will receive: |. Our appraisals and 
recommendations on your holdings; 2. Our analysis of the 
current market—what action to take; 3. Our advice on 
what to buy ... when to buy .. . and when to sell. 

Mail your subscription today! Use the coupon herewith 
for your convenience. 


1917 @ Over 25 Years of Service @® 1943 
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Tow... 
6 MONservice 940 


12 MONTHS' $75 


SERVICE 


1 
1 
1 
1 are now deductible for tax pur- 
: poses. This may reduce by 20% 
‘ or more the actual cost to you. 
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"fa Aevtoca Cb EVERY FROW7- 
ET MW EVERY BATIZE!/ 


(Continued from page 685) 





Wherever the fighting men of the United Nations see action today, 
Westinghouse wartime products are at work—on every front, in every 
battle. 

There are already thousands of these products—electrical, electronic, 


i ol Shen Gents Aer mechanical, chemical, plastic. More of them are coming. Day and 
Chile 1s one . - night, the search goes on in our laboratories and engineering depart- 


ian countries where the trans- ments to find still more effective ways of bringing victory nearer and 
se ina} formation of the  semi-feudal surer. , ; , 
ollowing F economy, controlled as elsewhere 
in Latin America by large land- 
owners, into a more modern but 
by no means efficient economy, 
A has already taken place. The 
—{} popular front policies, which are 
radical and nationalist, resemble 
very much our New Deal meas- 
ures. An ambitious, far-reaching 
social security program embrac- 
—} ing one-fifth of the population 
was, for example, put forward at 


tolerance and the progressive 
pattern of many social and eco- 
nomic reforms, accounts for the 
popularity of the Vargas regime. 


Westinghouse Electric and Manufacturing Company, Pittsburgh, 
Pennsylvania. 





ee ~, 





a time when the country was suf- In North Africa, American tanks—equip- In Russia, American planes — supporting 

t_1_] ies f t ] Bee ¢ ped with a special Westinghouse gun de- e the ground forces — are helping to win 

an. __ f lering : rom acu e c epression. vice—are giving American forces new striking battle after battle. Westinghouse builds parts 

The Social Security Fund invests power. These tanks, unlike enemy tanks, are for these planes, provides vital equipment 

the ad- bits funds not only in housing able to fire with incredible accuracy at full for producing the aluminum and magnesium 
speed over rough ground. from which they are made. 


ectional } projects, but in new highly pro- 
tected industries as well. A land 
buying program whereby the 
Government hopes to redistribute 
some of the land held in the large 
Janded estates has been another 
heavy burden on the taxpayer. 
All these measures, including the 
industrialization program, have 
resulted in an increased control 





ars On the Seven Seas, helping to keep our In the Pacific, Westinghouse-built 
of the Chilean economy by the e supply lines open, are scores of Westing- e “walkie-talkies” and other types of coni- 
— Government. Consequently, the house products. Among them are turbines, munications equipment, X-rays, bomb-fuses, 
: 1 as : gears, electric drives, motors, anti-aircraft anti-tank shells, and other weapons are doing 
suggest | Promotional activity has not been gun mounts, instruments and controls. their share to lick the Japs. 


sals and J@ pronounced as in Brazil, Ar- 
; of the Pgentina or even Mexico. 

vice on f The foreign investor who in 
tne way or another has financed 
the transformation or moderniza- 
tion of Chilean economy, which 
13 Without doubt could have been 
tarried out much more efficiently, 
as very likely seen his worst 


1erewith 





. mn A . . “ | : 
times. The revival of mining ac- SG, in the Bombing of Germany, delicate, ee eee ie ee 
tivities has already brought about ° precision-made aircraft instruments and ¢ products—from generators to motors, 
a ‘ Li ae radios direct our planes to their targets. switches, transformers, automatic controls 
greater turnover of goods at Much of this blind-flying and navigating are on the job in hundreds of war plants . . . 
$40 home. With the increase in pur- equipment is made by Westinghouse. helping win the battle of production. 
thasmg power, the political agi- 


Tune in the Westinghouse Program starring 
John Charles Thomas — NBC Network, 
Sunday, 2:30 P.M., Eastern War Time. 


tation is bound to quiet down. In 
$75 Mew of the variety of Chilean 


Products, which now include 


Many kinds of industrial goods, 
| Service |Mte country could be very pros- \ N ) ti h 
fax pur }Perous within a few year’s time— es Ing Ouse 
el ~* Provided of course, that the world PLANTS IN 25 CITIES... OFFICES EVERYWHERE 
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trade is sufficiently free after the 
war. In such a case some, re- 
laxation of Government control 
over private enterprise would un- 
doubtedly follow. 

It should be emphasized that 
the outstanding bonds of Chile 
and Brazil are definitely specu- 
lative; while those of Argentina 
—all things considered—will not 
appeal to conservative new buy- 
ers on the basis of either of yield 
or possible further rise. 





A Century of Prices 





(Continued from page 689) 


On the contrary, it may very 
well prove necessary for the Gov- 
ernment to maintain anti-inflation 
controls for a year or eighteen 
months after the conclusion of 
hostilities. 

Nevertheless, the long pull out- 
look is definitely for lower prices, 
in the writer’s opinion. Once we 
are free to devote the bulk of our 
resources to production for peace, 
I can conceive of no situation in 
which the expansion of money 
supply would so largely exceed 
the expansion of supply of goods 
as to permit an upward trend 
of prices. Naturally, I am 
assuming — and I think I have 
justification for so doing — that 
the Government debt, however 
large it grows, will remain man- 
ageable, that public confidence in 
the basic integrity of our money 
will be preserved and that war- 
induced inflation will not assume 
the extreme form of a real “flight” 
from money. 

Under this assumption, total 
money supply after the war might 
be three to five times greater than 
before the war (still a limited 
rather than unlimited expansion) 
—without preventing a long term 
downward trend in commodity 
prices. Since each generation 
learns how to produce goods more 
efficiently than the preceding gen- 
eration — more and better goods 
at lower unit cost—is it not logi- 
cal to hold that the normal ex- 
pectancy should be a downward 
price bias from decade to decade? 

On the supply side, the most 
revolutionary changes speeded by 
the present war will not be in 
agricultural acreage planted, 
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nor in new sources of production 
of the older industrial materials 
with the exception of steel. The 
most significant additions to sup- 
ply this time are in a host of new 
synthetics, and in the two light- 
weight metals, aluminum and 
magnesium. In _ ultimate  eco- 
nomic impact, the potentiality in 
synthetics is beyond estimate and 
probably is far more important 
than anything that will happen 
in aluminum and magnesium. 

On the one hand, a whole new 
range of synthetic “raw mate- 
rials” will be available, supple- 
menting and in part displacing 
traditional materials which also 
will be in large supply. On the 
other hand, over-all manufactur- 
ing technique probably will have 
advanced as much during the war 
period as it would normally do 
in a full generation. 

These indications suggest to 
me that the post-war economic 
“normaley”—though I can’t pre- 
dict just when it will arrive—will 
consist of a huge output of civil- 
ian goods at low and declining 
prices. Farm prices especially 
since they are now being most in- 
flated—will be due for very ex- 
tensive post-war deflation by 
every rule of economic reason 
that I know about; and only Gov- 
ernment crutches could keep them 
anywhere near present levels un- 
der peace-time “normalcy.” 











Which Motion Picture 
Stock? 





(Continued from page 695) 


in the checkered and _ troubled 
past record cited heretofore, as 
well as in the fact that most in- 
vestors still regard show business 
as “different.” 

In my opinion, however, the 
future for the industry is con- 
siderably less speculative than 
the past. Management is much 
better; finances are much strong- 
er; entertainment quality of films 
on the average is much improved. 
As for the factors beyond the in- 
dustry’s control, the decisive 
thing is the great expansion in 
the public’s spendable income. 
This condition, highly favorable 
to the picture makers, will not 
only prevail throughout the war 
but — in the almost unanimous 


opinion of economists — will en- 
dure for a protracted period in 
the post-war era. In short, the 
industry appears to be on a long- 
term upgrade. That, plus the 
general bull market, probably 
will result in price-earnings ratios 


.of these stocks gradually work- 


ing substantially higher. For 
price appreciation the more 
promising common stocks are 


Warner, Twentieth Century and 
Paramount. 





A New Blue Chip 





(Continued from page 697) 


of the Minneapolis Heat Regu- 
lator Company, formed in 1885, 
and the Honeywell Heating Spe- 
cialties Company, formed in 
1906, the old companies had had 
a good dividend record. The 
present company has paid a divi- 
dend in every year, starting in 
1928. The 1932 dividend of 75 
cents a share on the common, and 
the 33 cents a share paid in 1933, 
were the only annual payments 
below $1.00 a share, and in sev- 
eral years of the later 1930's, 
payments were $3.00 a year, with 
the highest at $3.50 for 19386. 
The 1942 dividend was $2.50 a 
share, against $3.00 in 1941. A 
50 cents a share dividend was 
paid on March 10, 1943. The 
lowering of the quarterly divi- 
dend rate from 75 cents to 50 
cents in mid-year of 1942 repre- 
sented a desire on the part of the 
management to conserve cash. 

The common stock was not 
generally known until recent 
years, but it has been appearing 
in investment portfolios in in 
creasing amounts since 1935. The 
highest price at which the stock 
has sold was 120 in 1937, which 
compares with a 1929 high of 
4114. It made a low of 4 in 
1932 and 1933, but it has not 
been below 30 since 1935. The 
1941 range was 4514 high, 34 
low and the 1942 was 581 high, 
3514 low. So far in 1943, it has 
had a range of 6314 high and 38 
low. 

Annual dividend requirements 
on the two preferred stocks totals 
$229,000. This sum was earned 
more than twelve times in 1942 
and from 10 to 14 times in many 
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recent years. ‘These stocks have 
avery high net asset value behind 
them, W ith net current assets 
alone more than $190 a share 
back of the two preferreds. 

This is a line of business which 
had great possibilities for future 
growth i in sales of the heat control 
and regulating instruments which 
furnished the bulk of sales before 
the war. The new developments 
in electronics and several other 
fields adds greatly to this outlook 
for a long period of expansion in 
scope and volume of operations 
after the war. There are no 
separate figures available for the 
income of the Brown Instrument 
Company, the subsidiary, but its 
war activities in instruments used 
in producing high octane gas and 
synthetic rubber have great pos- 
sibilities for peace times, for the 
use of high octane gas is expected 
to be a great factor in future 
motor car fuels, while synthetic 
rubber, it is believed, will be pro- 
duced so cheaply after a time that 
it will all but displace natural 
rubber. There is also the matter 
of electronic development by both 
the parent company and its sub- 
sidiary, for future growth in 
peace time business. 

The use of Minneapolis-Honey- 
well products in Europe and 
throughout the world after the 
war is another prospect for ex- 
panding sales and profits. 

This common stock belongs 
with the select issues which can 
be said to be good for investment 
and good for eventual profit. 





What's Wrong with the 
Lagging Copper 





(Continued from page 692) 


Output however includes sizeable 
quantities gold and silver with 
their well-known dependence on 
U.S.A. monetary policy. Any 
post-war lowering of the copper 
tariff — while not very likely — 
would adversely affect the con- 
cern’s position which is strong. 
re reserves are ample for many 
years and operating costs low 
(est. 6.50 cents per pound). The 
common, yielding about 6.06%, 
has speculative attraction and 
tepresents one of the soundest 
metal issues. 
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Anaconda, first ranking pro- 
ducer, has not yet reported 
1942 results which are expected 
to be about in line with other 
leading units of the industry, i.e. 
fairly well maintained. As also 
in the case of Phelps-Dodge, any 
future drop in Anaconda’s net 
will largely be cushioned by the 
resultant lower Excess Profits 
Taxes. Volume is the principal 
factor in determining Anaconda’s 
operating income and low oper- 
ating costs together with large 
ore reserves combine to insure 
continued dominant position after 
the war. As a large proportion 
of the company’s output is from 
foreign ores, it is to that extent 
susceptible to price hazards in 
the world market after the war. 
Domestic production costs are 
estimated 9¢ per pound, foreign 
costs are lower. Financial posi- 
tion is sound and during the third 
quarter was further enhanced by 
extinction of the remaining por- 
tion of the funded debt. The com- 
mon, yielding 8.85%, has attrac- 
tion as a speculation and good 
inflation hedge. 


Cerro De Pasco, with principal 
mines in Central Peru, may not 
entirely maintain its earnings in 
1943 due to rising costs and sup- 
ply difficulties but dividends are 


likely to continue unchanged, 
reflecting its strong financial 


position despite substantial de- 
pletion charges made annually. 
Entire available output is now 
going to the U. S. A. but nor- 
mally the company’s principal 
market is in Europe which con- 
stitutes an uncertain post-war 
factor. The company’s cash posi- 
tion is especially strong and divi- 
dends in the past were consider- 
ably above earnings. The com- 
pany owns 39,000 shares of the 


American Metals Co. The com- 
mon, yielding about 10.7%, 


should have at least average ap- 
peal considering the company’s 
sound fundamental position and 
ample ore reserves. The large 
output of silver, with its depend- 
ence on U.S. A. monetary policy, 
however tends to detract from the 
otherwise favorable position. 
Quite recently, leading copper 
stocks have begun to share the 
renewed buoyancy of the stock 
market, displaying marked activ- 
ity and moderate strength. As 





outlined before, further recogni- 
tion of their possibilities over the 
nearer term is undoubtedly justi- 
fied on the basis of current prices 


and earnings. However, while 
again approaching their 1941 


highs, copper shares still have a 
long way to go to match the rise 
ot the general market. While the 
Combined Stock Average as com- 
puted by the Macazine or WaLL 
STREET has advanced 83% over 
the 1942 low, the average of three 


leading copper shares gained 
only 28%. Similarly, the average 


of three leading copper issues is 
still 25.4% below the 1939 high, 
while the Combined Stock Av- 
erage stands 5.5% over the high 
of that year. Compared with their 
1937 highs, the Combined Stock 
Average is 38% lower, but the 


average of three leading copper 
stocks is fully 118% lower. 


20 stocx STOCKS 


| D peameinag of war are forcing 
rapid development of new 
products in plastics, light metals, 
television, electronics, and air trans- 
port. Many of these, as yet un- 
known to the public, have great 
potential value for peacetime use. 
Investors recognize that the big 
profits exist in this field. Which 
stocks have the most attractive 
growth prospects— 


for appreciation? 


In a special Staff Report, UNITED 
Service lists 20 “growth” stocks that 
appear to offer outstanding oppor- 
tunities for price appreciation. For 
a complimentary copy of this timely 
Report— 
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The Stockholders’ Forum 





(Continued from page 701) 


tion of officers—high as it is—is 
at least more moderate than that 
of Warner Brothers, because 
Loew’s long has paid a pretty 
good dividend while Warner pays 
none! We see it just the other 
way, in this instance. 

Loew’s officer remuneration — 
the top man got over $900,000 
last year—is far out of line with 
average corporate practice. In 
relation to the size of the business 
—gross volume and assets ad- 
ministered—, as well as in rela- 
tion to earnings, remuneration of 
Warner management is more 
modest than that of Loew’s. 

Many people feel that no cor- 
porate executive is worth remun- 
eration of $300,000 to $900,000. 
We ourselves are very skeptical 
that any corporation has to pay 
that much to get good manage- 
ment—for we know a great many 
companies that have excellent 
management on a scale or remun- 
eration ranging from $50,000 to 
$100,000 for top officials 

But the answering arguments 
are not entirely without merit. 
On the present scale of income 
taxes, the gap—in net income 
after taxes—between a $100,000 
salary and a $900,000 total of 
remuneration is not nearly as 
great as the gross figures imply. 

Then, too, there are instances 
in which sales agents working on 
a straight percentage arrange- 
ment have been paid annual in- 
comes of as much as $500,000 to 
$1,000,000. No stockholder would 
object to this, because remunera- 
tion is obviously related to results 
produced. But if that highly 


successful outside sales agent were . 


elected president of the company 
and paid remuneration of $500,- 
000, many stockholders would feel 
outraged! 

What it boils down to is that 
there is no mathematical formula 
by which the abstract “fairness” 
of executive remuneration can 
properly be judged. You have to 
take a great many factors and 
conditions into account, and 
judge each case on an individual 
basis. 
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The idea of creating a special 
class of stock, the dividends on 
which would constitute supple- 
mentary or “incentive” remuner- 
ation for management, does not 
appeal to us. You could get 
exactly the same result more sim- 
ply by gearing bonuses to com- 
mon dividends, instead of to net 
earnings as is the usual practice 
now where there are incentive 
plans for executives. One objec- 
tion, on general principal, is that 
this might encourage over-liberal 
dividend policy—eventually weak- 
ening the financial soundness of a 
company and thus_ reducing 
rather than increasing the value 
of the shareholder’s equity. 

In the final analysis, if you 
don’t have confidence in the in- 
tegrity of your company’s man- 
agement—or in its ability—the 
most practical solution is to 
liquidate your holdings and buy 
into a company whose manage- 
ment satisfies you. As Mr. 
Hooper pointed out, it can safely 
be assumed that the great ma- 
jority of managements are honest 
and sincerely interested in the 
pocketbook welfare of the stock- 
holders — but it can’t be safely 
assumed that all honest manage- 
ments are able, progressive and 
sufficiently alert to change and 
opportunity. In the aggregate, 
it is the latter kind of manage- 
ment whose cost to stockholders 
is most dear. 





Preferred Stocks 
With Arrears 





(Continued from page 705) 


carried, with a resulting sharp 
decline in United Gas prior pre- 
ferred. However, some of this lost 
ground has now been recovered, 
and some new plan will doubtless 
be prepared, or arrears may 
eventually be paid off in cash, 
assuming that present large earn- 
ings continue. 

In some cases officials discour- 
age the hopes of patient stock- 
holders. Nickel Plate preferred, 
for example, advanced to 51 last 
year on hopes that the mounting 
earnings ($23.80 in 1942) would 
vield some reward to stockholders 
in view of the $69 arrears. How- 





ever, the management a fey 
months ago indicated that they 
should prefer to use the extra 
cash on hand to retire funded 
debt and the stock declined to 34, 
with a modest recovery to the 
present price around 39. A some. 
what parallel result occurred with 
Pere Marquette, which ran up ty 
5134 last year but in January 
1943 sold at 35, subsequently re. 
covering to around 42. 

The moral seems to be that 
preferred-arrears stocks consti- 
tute a special group, and that 
while substantial profits appear 
available during a period of ris- 
ing earnings, attention must also 
be paid to other factors than 
earnings. The cash __ position 
should be carefully studied in re 
lation to floating debt, early 
bond maturities, the need for new 
construction, etc. Perhaps the 
best policy is to diversify among 
half a dozen good issues in differ- 
ent industries so that a possible 
setback in one or two may le 
more than offset by gains in the 
others. The majority of these 
issues do not enjoy investment 
caliber, and earnings and market 
prices are subject to wide fluctua- 
tion. They should be considered 
as in the same class with common 
stocks, and close attention should 
be paid to current earnings and 
news reports which might affect 
the dividend policy of the man- 
agement. Many of these issues 
with their thin markets and sut- 
den advances or retreats are it 
fact “special situations.” As such, 
they will usually repay special 
care and analysis, but the investor 
who is unable to give time or at- 
tention to their study will prob- 
ably find safer channels for in- 
vestment elsewhere. 





For Profit and Income 





(Continued from page 707) 


a share would be $8.40 against 
current dividend of $6.00 on the 
preferred. Paramount earn 

$4.70 a share last year on. the 
common; the dilution in earnings 
per share on the common result 
ing from complete conversion 0 
the preferred stock probably wil 
be about 84 cents a share, whic) 
means that had all the preferrel 
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consistent with safety of your capital. 


of experience in the securities markets. 


FREE 


Extra Help for 1943 
A NEW EDITION BY 
POPULAR DEMAND 
Because the demand for this 
valuable book so much ex- 












ceeded our estimates, we are 
printing a new edition. But, 
unfortunately, because of the 
paper shortage, the edition 
will have to be small. Act 
Now to Receive Your Copy! 

This study is designed to 








serve you now and through- 








out the momentous period 
ahead. As far as is humanly 
possible it will help you to 
safeguard your capital. 

The era of expansion to 





follow the peace will un- 
doubtedly be the greatest we 
have ever known. Your in- 
vestment strategy for that 
period should be planned 
now. 


Let your “Investment Op- 








The Wise Man Achieves the Most With the Least Effort 


The Magazine of Wall Street is written by experts for people who haven’t the 
time to be expert in too many fields. It is issued to help you, the investor, to solve 
your investment problems as efficiently as possible and to insure the greatest return 


The practical, working knowledge we give you is arrived at by observing many 
complex present facts and evaluating them against the background of the past. 
The accuracy of our appraisals is only a reflection of the integration of our staff, 
a dovetailing of specialized learning and ability that would be impossible for one 
man. It requires constant watchfulness, a sound background of economic theory, 
yet a keenness of insight into the differences between economic theory and prac- 
tice, fingertip access to our extensive research library . . . in short: several lifetimes 


Yet the solid benefits of this knowledge and ability can be secured by you, and 
at a small fraction of their actual dollars-and-cents value. Because others recognize 
the extreme importance of these services, they are available at a merely nominal 
cost. When you subscribe to The Magazine of Wall Street, you are cooperating 
with all the other subscribers to make such useful service possible . . . 


portunities” tell you what 
your plan of campaign should 
be: how to weigh your pres- 
ent investment status; how 
your capital should be allo- 
cated; the place common 
stocks, preferred stocks and 
bonds should have in your 
portfolio; how to build a 
backlog of long term invest- 
ments out of profits; what to 
consider in buying low-priced 
stocks for capital growth. 

You will also want to read 
its timely consideration of in- 
flation, both during the war 
and after; the present and 
potential revolutions in indus- 
try with new products; new 
markets; new political fac- 
tors, regulations, taxes and 
controlled consumer buying. 

Those with particular prob- 
lems, the woman left on her 
own, the man in the Armed 
Forces, will find their needs 
fully treated. 
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been converted into common last 
year earnings would have been 
around $3.86 a share. 


Random Remarks 


Crosley Radio is said to be do- 
ing an excellent war job, and the 
company’s earnings recently have 
showed a pronounced up-trend; 
many who have been prejudiced 
against the stock are beginning 
to like it at around 144%...U.S. 
Leather “A” continues in favor 
as an inflation hedge; it takes 
about six months to turn a hide 
into leather; the company’s wet- 
tings of hides, which were slack 
early in the winter because of a 
shortage, have begun to improve 
again . . . It is difficult to see 
how many of the Penny Rail 
Shares are worth anything in the 
light of the Supreme Court’s de- 
cision in the St. Paul case... 
Pepsi-Cola, as usual, advanced in 
anticipation of a good report and 
then declined when the report 
came out; but the company’s ar- 
rangement to get a supply of 
syrup from Mexico is regarded as 
one of the smartest things that 
has been done in the soft drink 
industry during the past two 
years ... American Locomotive’s 
annual report quite bluntly says 
that the management will not try 
to eliminate the preferred divi- 
dend accumulation through cash 
payments; a recapitalization plan 
is rather broadly hinted . . . It 
should not be forgotten that the 


Kastern Railroads are not in the 
land-grant rate picture which is 
obscuring the outlook for some 
roads operating west of the 
Mississippi; the land-grant situ- 
ation probably explains the big 
accounts receivable in some of the 
balance sheets of western carriers 
. . . Large sales of apparel re- 
cently represent hoarding in fear 
of rationing; probably apparel 
merchandisers will pay for this 
buying spree in smaller sales later 
in the year; it is hard to get 
goods to replace those sold, even 
if demand persists . . . United 
Merchants & Manufacturers, 
which earned $6.40 a share in the 
year ended June 30, 1942 is ex- 
pected to do even better in the 
current period, perhaps earning 
as much as $8.00 a share; due to 
inventory liquidation, the com- 
pany’s large loans are being 
liquidated rapidly and a much 
more liberal dividend is expected ; 
in the past 12 months $1.75 a 
share has been paid. 





Six Stocks with Three-Way 
Profit Prospects 





(Continued from page 710) 


the return from this work as is 
expected in 1943. As a result, 
the 1942 income fell sharply be- 
low that of the preceding year. 
The company is now actively en- 
gaged in making a number of 





“Reserve 


Tonight 


for a Royal treat!” 


SCHENLEY 


ROYAL RESERVE 
Whiskey 





SCHENLEY ROYAL RESERVE, 60% Grain NEUTRAL SPIRITS. 
BLENDED WHISKEY, 86 ProoFr. SCHENLEY DisTiLLers Corp.,N. Y.C. 
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products used by the Air Forces, 
Ordnance, Chemical Warfare and 
Quartermaster branches of the 
Army. It has also had large or- 
ders for heavy-duty stoves used 
in camps. 

American Stove is the largest 
maker of cooking and_ other 
stoves in the country, its leading 
product being the “Magic Chef.” 
Besides gas stoves for private 
family use, it also makes heavy- 
duty stoves for hotels, restaurants 
and clubs. It also makes oil, 
gasoline, and coal stoves and 
ranges, and oil heaters and fur- 
naces. 

This company had low earn- 
ings through much of the depres- 
sion years of the early 1930s as 
its business is affected in periods 
of low building operations for 
dwellings. In the period from 
1936 to 1941, inclusive, it showed 
profits of over $2.00 a share in 
every year excepting 1938, when 
it again reflected the depressed 
condition in building operations. 

The 1942 earnings equalled 
$1.07 a share, and as $1.20 a 
share dividends were paid during 
the year, a small deficit resulted. 
The 1941 net had been $2.62 per 
share and in 1940 it was $2.13. 

Working capital increased dur- 
ing the year to the highest figure 
in the company’s history. At the 
end of 1942, the current assets 
were $7,562,586 of which $940,- 
O74 was cash and $2,107,124 
marketable securities. Current 
liabilities were $668,545 and 
working capital $6,894,041. The 
net current assets were almost as 
much, per share, as the current 
market price of the stock, while 
the book value is well above it. 

The American Stove Company 
should have a long period of ac- 
tivity ahead of it when the war 
ends. There is not only the ac- 
cumulated demand in this period 
when civilians could not get new 
stoves, but there is every indica- 
tion that extensive building oper- 
ations, including many private 
homes and apartments, will take 
place after the war, and new cook- 
ing and heating appliances will 
be needed in them. 
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Gives you all essential data under 
separate heads including: 


1. 


wu 


10. 





. Par Value of Common . 


. Capitalization . 


. Dividends . 


. Earnings Record . . 


. Price Range... 


Company’s Business . . . The industry 


in which it is engaged . . . its products. 


. . exchange on 


which stock listed . . . ticker symbol. 


. . shares outstanding, 
common and preferred .. . funded debt. 


. Financial Position . .. ratio of assets 


to liabilities . . . working capital. 


. . paid in 1941-42; to date 
in 1943: amount and date of latest pay- 
ment. 


- 4 years—1939 to 
1942; interim reports for 1941-42. 
1929-1941 covering 


boom and depression; highs and lows 


for 1942-43. 


. Investment Rating ... based on invest- 


ment stature and earnings trend. 


. Tax Rating ... Appraisal of net earn- 


ings—after taxes. 


Pertinent Comments .. . on latest devel- 
opments relating to each company. 
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on all common and preferred stocks on the New York Stock 
Exchange and leading New York Curb securities—as well as 


important bank and insurance stocks. 


e@ Listed, as well, are the summarized conclusions of our busi- 
ness and security analysts on the present and future pros- 
pects for both the industry and the individual company in 


which you are interested. 
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or in conjunction with The Magazine of Wall Street. 





The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “THE POCKET STATISTICIAN” as checked. 


QO The Pocket Statistician, 1 year 








POO O RC HE OTE OC CODA ODOC ECC CCT OCEE CEE CEPT TCCEECRE CC PCE EE CCRC EPEC EPEE EE $3.50 
O $2.50 a year if you are already a Magazine subscriber. 
The Magazine of Wall Street for one year....26 issues ..........ccceceeccecceccecs Value 10.00 
a P The Pocket Statistician for one year....12 issues........cceccecccccccccccecccceceecs : $3.50 
ect eee ” ‘ 
Pal Copy of “Your Investment Opportunities Under Total War and The Peace to Come”.. ‘ $2.50 
Offer Confidential Consultation Privileges....on Three securities at a Time................- FREE 
$16.00 Value....Now Only............. $10.00 
Ne er iii enone iounwsdiatinv ices Gein teh code en BAe Ee a ee 
EMEC SS 225 503s ci ccat capers ar eco ST Te SRST CRG Ota eI weal rc Wary SAS Ow re ew IT NTS a i oR er i ala TOL 4.3PS 
Canadian Subscriptions for The Pocket Statistician only, same price as above. On 
Combination Offers including The Magazine of Wall Street, add $1 for postage. 
APRIL 3, 1943 


727 










































Cumulative Index to Vol G1 
Pages 1 to 50, inclusive, Oct. 17, 1942 Pages 201 to 258, inclusive, Dec. 12, 1942 Pages 505 to 560, inclusive, Feb. 20, 1943 
Pages 51 to 100, inclusive, Oct. 31,1942 Pages 259 to 316, inclusive, Dec. 26, 1942 Pages 561 to 616, inclusive, Mar. 6, 1943 
Pages 101 to 150, inclusive, Nov. 14, 1942 Pages 317 to 390, inclusive, Jan. 9, 1945 Pages 617 to 672, inclusive, Mar. 20, 1943 
Pages 151 to 200, inclusive, Nov. 28, 1942 Pages 391 to 448, inclusive, Jan. 23, 1943 Pages 673 to 728, inclusive, April 3, 1943 

: pee os : Gn = 

A MGra Ey GE RGROES 5 5c inn 80 5's 01 0:0 00.0 0 ete 680 Pages 449 to 504, inclusive, Feb. 6, 1943 Phillips Morris & Co., 
A New Age for Transportation ...........-- 401 Bairchiid: AvishOn: (GOLps. s.c.c<scisieewes nse’ 488 Phillips Petroleum 
Adams BEPCEsS 0 060.6ecccccnceccscs er eneee 633 TE PMID) NGOTD, oie-4.p'0 0.0.0 0:09 son's vi 0:0:6.0's-0 672 Postal Telegraph, Inc. FeinteaAOn 
Air Reduction, Investment Audit pabwawpnkee 416 Firestone Tire & Kubber Co., Preterred Stocks for Income & Appreciation.. 528 
ETRE CSE Sa PIC Gee 158 Bavestent AUG... 0. cccssce sce ycee 523, 241 Preferred Stock with Arrears ......ccccccesss 705 
Allegheny Ludlum “steel, Investment Audit... 184 BR MAME BISON 20s oie sic asc wsinnwauleias swans ss 671 Preview of Business & Industy, 1943 ....... 268 
USMS ODED. <5 \5 5-0 in :ci5619,010'6:64 6 010819 59 eb o> : 413 De PURGEINNIE os: 5 a 6's, 0:0 5 «09 0 2 ope om e'y en's 131 accge Security “THRGS 2. occ ces arleiersinze 566 
UI NES in inks oss 4004s onicine secehey Mae Pisa mU AMIE CR MOID) «osc ciso oa eianio'ene eolsiet 141 MR RS nore cians ace emails san ies pois a ioiere ie sie sie 704 
Alpha Portland Cement ............0.. osue ote PppereOtt MMOD 65.550 0c sins one woe ceecas sos 136 Pullman, Inc., Investment Audit of Baacoue 7 t 84 
PN a vnencnocgesccendnduy eet ser bonis 702 Future of Aw Transport, The ....000sec090% 407 Purity Bakeries RIUM es vate os sem crelewieans-ac 196 
American Brake Shoe & Foundry ........... 307 Future, pros & cons for PR col Industry .... 648 MRC OR ona o.sas, oe sieew sic ssw alcin sive 363, 427 
American Car & Foundry ...........++0+-+- 413 Future of ‘Organized Esbot 2.2.6.0 ccesecce 570 Raybestos Se eee 21 
American Crystal Sugar ......cccccesscssees 75 Butare of Gensll TAGES 2c ncccccccessecce 61 Re- neues of Earnings & Dividend Forecasts 
Fe RRS er cr ere 77 Future of Whiskey Stocks ..........--ese0- 128 . Machinery, machine tool, foods, utilities, 
American Home Products ...........++- 92, 654 Gauging New Recovery Phase .........+-+-- 206 TGDACCOS, “MIOMION PICtULES 60.05 cc ss ccce 471 
American Light & Traction ......00..e0000. 306 RCIA OIA 2 ry 1060. 0:0;0/09/on0.6 0:05 05 4's 907 <\9 01 634 Il. Electrical, business, farm, railroad —- 
American Power & LAgnt «00.6000 ceecsesicons 362 General Gale GOmp, 0. cscs ncsccsecssvcssce 178 ments, miscellaneous companies ........ 533 
oS a Serr eee 633 OST OT ee Sanne a re ey eae 598 III. Building shares, liquors, non-ferrous 
Ae Oe DNL gnc cnss0eceecnnces 298 General Steel Castings Corp. .........es0+> 30 metals, merchandising MBBINES cals, osl0e'6 0.2/0 583 
American es ®& Reining Co. ...0....- 255 Giddings & Lewis Machine Tool ........... 253 IV. Aircratt, oils, tires, chemicals, motors 
OE | EEE See een rene TT 36 ER. SE ces rckvedheceveekeeewere 306 QE ARCRSAGUIES . oic5 sligins slot eeiais saint ss 6:6 637 
American ed a .136, 708 SS eae errr Tr 671 Reconstruction Of BUMOPe 2 oc0ccccciscesccees 24 
American Sugar Refining Co. caeeiaee Csooaricn. Oss Bo GO. oe scc c:si0::00 55:00 oO, 20? PRCUICIR OTE RAIN, ATE, 1s 0;0:s.ieis:ouw 0s 00.015 0s 358, 67 
American Type Founders, Inc. .-- 428 Greenfield Tap & bie ‘eke Soar ease 228 Reynolds Tobacco Co., Dividend Prospects of 
Amencan Water WOKS... . .000ccecenseeen 413 Greyhound re. pease taisveleiere.s atamaleis iene eet 489 MII TMIEL Se 5-54 05's ore's. «vic wieie v's alarsecatesse 6 
BOOTIE “WORE CO, oc nccccenccesescce 15, 426 Have Machine Tools Discounted Peace? ..... 227 IIT 5s SG Ais Sead lols boise 9 6.00.05, 1 
Anaconda Copper Mining Co. ........-..++. 359 High Yield Bonds for Income & Appreciation 465 ADE oR PIOMI RIEDEL... 5. gc cis nis 0.4 0:66: 6.:4's 16 smi b-6t0'e $72 
Appraising Annual Reports & Balance Sheets A BOR as acccubscccavees vases 168 Rustless Iron & Steel Corp. ; 

a 59, 520, 579 eS ge rrr ee 298 Safest Way to Speculate in Future of Aircrafts 
Appraising the Meat Packing Industry ...... 414 LO On rer eer ee 142 ag BANE CNET So fans Gooxloe cob ee oneoecis 
Are ye Stocks Undervalued?—Stable Income How Much Prosperity Still in Coal Companies 32 NEN OREN OO, (goin 04s ks: tro alwieininiorss ae 

Stoc SPUENMMUESEE 05 s:56--49 oh 064s 5986s 354 How to Reduce’ Your’ Taxes. ....0. cveccrcess 163 Seaton edes PAIR inc iclets Ber cibincecéie aise vec 
Ase the Steels Over Gold? .o..6ccvcccsscecen 284 IS the War Eads DIES Vear ooccc.ccsc eevee 208 Shape of Post War Private Enterprise ....... 
Archer Daniels Midland Co. ...........+20. 47 TORRE OIRO so ose oie civ nlersiecree-oaioe he 496 Maree CIOONING NDG. “eisse-cs ca cc c.cs ss visio cece 9 
POE oe ssc aiseaSeicisscaweweisa swievannan 684 Inflation Bow Inevitable... .cccssescc cer cone 398 ShellWUniOnKOU GOs cc ccncecevicdionscocmoceds 704 
OR A Se ee eee 359 MRSPEINEN TRE ONNEN SOS gia elo s0's <i np oslo tbvowie oe overs 428 RENT | UT TEIRENS CD, «60005: :6,04's cle tie:ne'eine oes 2 
Se eS Ee ee 363 ER SI OID os coins pce owice ss bcaeuere 142 Small Business, The Future of ............ 61 
Pet PE May, TURRETS. nw 5s in. 6.6 0; 0 610-05 s 000-8 14 International Business Machines ............ 654 Scecony- EXEC) FOU Givin. ies os dics ra 605s 294, 372 
MNES Ss ois ns spc’ ere ane enioe esate 342 International Investment in Post. War World.. 515 South AmMECriCA 2.065 cccccccsvccsoscccccsse 683 
Pate NOIR Sg ois nace wiecsleciseenwatews sana 240 International Minerals & Chemical Corp. ... 186 MaRS EAHINC: cave. 9 ¢. 504 scar bicio. cies wisjeve'cle aie isle’ 599 
Ropocsmtes Wty GOORS oo... occas cvssceess 413, 634 TORE ATMINE, TRIE. 5S 6.55 60:00. 0:0 :9 crs 'nie-00-4-010.6 360 South Posto ‘Rico Sugar Co. ..cccccsescccecs 197 
Atlantic Gulf & West Indies ............... 666 a) = ee eee re 173 Souteera Batlway Ce. 2 ccceccvecsess ote yt 
© Se rere ere 413 International Tel. & Tel., Foreign ......... 546 Spiegel, AC. cstecs.s's.s eatin torse nies ewe 
SS TS PS ER aC einen ee 240 Inspiration Consolidated Copper Co. ........ 356 Spicer Mfg. Co. ...... HR eee te eet ees 3 
Battles on the Home Front ............... 573 Insurance Co. of North America ............ 20 caer ISO. ho ects his cosine Wasivie's tobe te sae eae 
RIE MORNE: eR oe at at 364 Investment Information Please Oo 93, 635 
Bendix, nmanis Audit of os . 28 How to Insure Investment Income ........ 462 Standard Oil Co. (N }.) Ut AG aaa SRE re 21 
Beneficial Ind. Loan ... : > azz What Is the Wisest Investment Policy? . 8 Standard Oil of Kentucky ...........eeeeees 600 
Bethlehem Steel Corp. , 177 Will There be a Revival in Common Stock? 286 RPESEEE) Bs Se ta isco sinis's ope sisiors.o sieie sisters 229, 42 
IR SNE soos cin sen ou whew siresiebucincrenit 228 Iron Fireman Manufacturing 2 Status of Axis ‘Economic Order’ .......... 16 
ak | EE ee ae ROR ma 228 BG MM RINE ons 50-0. 5:0'c coo ersste-scdinrvcers RE RT RIRT oo ia. cic.an- scale a nsaiasie win;blereis e069 635 
Bohn Aluminum & Brass ....-...------- 296, 343 Is Sears poduck ” ansaimpel sis Stocks in Line for Higher Dividends ........ 166 
SUN MOEOTESS MOC. naw six/ 0 snsins epae vices ooops 486 Jarvis (W. B.) Co. ........ Stocks (20) low priced for large nie 
EMRE eta nfo cs niccasan valsantueabousene 683 MONIES ges cine ain bi6d siaalob si 0's ; BgusB rel cc4ea cso ehiaeesigé aieeatels . 633 
PEER OOMUEIE MDD, sis 50s as cec esis smniese 6 <jats 37 MP OINAE MM IGNE a foss a isie 3:s.0/0' 0.0/0 Wipisiniottin asia Strategic Investment Program, A .. 

Eee PEE TORR «nis Sasso kaw bow scveee 363 ERE As BAD 5 ni5'5 0 wisi0' 5.0105 (0.0.0 'n0siv es niaisinss SIG OORRCE ACOR.. <oic0 tp 0b 0:5 01x's-ore-eis' sta. 0's as 
MEE MS) RSS: pat .c ene s00bs4 an Vo Moke S 130 Lagging Copper What hk 690 Sunstrand Machine Tool .........ecceeeeees 
MR carey outst ass ch Oa Oka e Seb eRa Rw ESO OU ERED Leaders of American Industry ..............- 345 ZENS SO ee Aaa 
OT CO ne rene eae 135 ies Ruppet Be 1s COP. o.oo sce cece sscens 31 Texas Pacific Coal SO CO. ci cecccssecees 19 
Burtinston Bills Corp, .....0i0000s00000000% 422 PTR, ng ibs oe cious 0 5 0a wos ore sceies oa ese 412 Fhompson Products, IHC: .. 0c rccseccecseecs 4 
Campbell, Wyant & Cannon Fdry. Co. ...... 241 PINE IS 2oe w en hata ania line 305 Tidewater Oil, Investment Audit of ......... ‘180 
oS eae ae 635 eg a eae eee eres 132 Twentieth Century Fox Film Corp. ......... 85 
PN NIRS ooo ce ch acces aakuessede 495 Long Term eo? Outlook Optimistic .... 646 Today's No. 1 Industry—The ‘Aircratt Beene 118 
PMNTNNEIER orto aos co cub seca Dowoncce 19 Spe MN NEY Fy Reg 5 lore Svar ois esisis 625-06 400m 429 Underwood Elliott BisRer ...<.ccccvecsvcces 710 
Capital Appreciation Today ...... ge cM ns ae 568 ft | PR Coe re ee Oe 554 United Aircraft, Investment Audit ....... 292, 36 
PR Se oop acatauus 91 Mathieson Akali DOME CERES Si cain geisccaeawa 50 Union Bag & Paper Bie oie rics cet sees 70 
Cerro de Pasco Copper Corp. ......ccee000. 132 PAG EOE TOUS as cies cas s:00 sind Oosnee 5 o00 6 435 RI CROs. ae clon s a6 Seceivscn esas bose 247 
N.C Earner. 343, 636 Mer OREN reser ss sie rseccionn te sicionis annie 634 (Op Soy ue Anon oeerarrrr ner 27 
Certain-Teed Products ...ccccscossecsecsecs 362 PERE anere a fers cs yong cYots Oe ra oeeminnteo eee 178 MR oop o.c:6 irt.e treo his be Si icisloten nes 358 
Changing Economic Status of Far East ...... 339 PERRIN CONNIE) ISO cise 5,6 0 nin.ci silo Siaiainie'e nio.aib wes 144 RA TERE HL UIOOK. a 60.4.5 10 bi sie 5.056) eel vinse oa 0%: 09 7 
Changing Status of the Dairy Industry ...... 170 Mid Continent Petroleum Corp. ...........- 422 TOR PADRIDRCTING 4 6iss ecw nics cec sence seve 229 
Chemical Stocks, Today's Investment Outlook 349 Minneapolis Honeywell ...........ccceceeee 696 United Gas Improvement Co. ..........++-++ 233 — 
Chicago & Eastern Illinois Ratlway ......... 169 a lL PES eer ren” 598 Uitte ae BoP OWEL bis.0 os scree on.csiscccese 27 
Chicago | Bowe Tool ©. Se ae oon SY. DIOUNWE AGREE IIE, 50 circ ccc0s cesses eees 134 ated Merchants & Manufacturers, Inc. .... 31 
OT SRR ey pearing Ek DM ; > re Monarch BIQchiné Tool ... 0.600. ccceecceeee 229 1. Pt Lag el ROPE eet org I rer 141 
Chrysler Corp. . .289, 709 es a (CT ae eee 74, 291 U. & Fi Hoffman Machinery Corp. ..........++- 8 
Ce MID. <.o sn scaaccbwowssseaceseseat 413 Monsanto Chemical Co. .... « Ser U. ee ES oo eer ere 429 
NR i po ca on ee uae b be 526 Morris & Essex ....... . 663 Tas! Pipe = PORRETy CO, ais senses cescwrcs 91 
Climax yyy CEE OR. 133 WROLOE MMIEEE SOOED S60 oo 5-06 0.50 0:015\0's . 193 a NN a aig Nie 0 cewl eins nraser sicinraiacererse 6 5 
eee DP AMOR, os cons nccceaaaceccnr 600, 636 Nashville, Chattanooga & St. Louis exten wee U.S: Rubber RRS SEE 86, 372, 709 
Columbia Broadcasting System, Inc. ........ 289 PUMIMMIUR SOMEUNMES volae c'4015 50 51515-55160 9 Sie-e'a 5 bi8:40 228 Utility Holding Co. Securities, Liquidating 
Commercial Solvents .........csccscoccccee 248 PMNBORE IIE 0. G56 So isarp So ksc bao Beas 299 WHORES foc beawiccsosictiumerodeess Be eavacs 425 
Coming Squeeze, The—On Civilian Business— DYATIONAL TARE EP OWET oo 5c5- 5:5 onic nis eseceins 27 Van Norman Machine Tool ...........+++++ 229 

ee ee eee 624 National (Ol Products: 65.055 ssisico0s-000 vere 423, 605 Views and News on Bonds ........-..+++++ 582 
Companies to Emerge Stronger from the War 656 BGASORIRE IEG © oo orsis'cin's die'n son loGiornevid we ta/ee's 179 Virginia Carolina Chemical ............e0e8 663 
Ce UN Cg kc s:b-0c00 beeen 186, 636 a ok ag 435 Wabash Na tal dt ngs gig aCe Wh wok F)BIw 4 O98 Hele a oe eveleiais 412 
GRMN oi ae oss Siiselas coenente 442, 634 New Deal—Post War Blue Print ........... 680 went Bros;; A Survey Of oeececosciecue 82, 372 
CRTIREBBEIINS 6o55o ocisccnn's sap baerws reve 177 New Industrial Horizons—Ahead ....... 271, 246 DEE ein, 10 ET Te Oe 131 
Continental leend POE EO. Sp saccisenanen 133 NSA TS 2 1" oe SI Re Uae Come Me an 148 Walker (Hiram) EN wasisis cic ieis craw eieiis' 52 
Continental Steel Gorp. .......00cc0scscccsee 30 New Outlook for the Paper Industry ........ 22 Western Union Bi NOG cop iated siin'e'enais 86 
Corn Exchange Bank Trust aN 8): sacc 220 Newport News Shipbuildiog & ‘Dry Gock Co. 233 Westinghouse Air Brake .........c..s.cceee 440 —= 
eS oe Re, Sa ieee 344 New York, Chicago & St. Louis .... 529 Weston Electrical Instrument Corp. .......-- 556 
hw MGOEE REESEAL osc cnc cc cowncecces sacs 93 PNINRATR WAUNGEOR POWET 566.00 n.050600s'e00: 14, 529 Westvaco Chlorine Products Corp. .......--+ 300 
ee eee SS eee eee eee 295 See ee Ga ee ne 229 War Effects on the ——— letes ae areas 638 

Dividend Prospects in 3rd Quarter .......... 7 Norfolk & Western Railway Co. ........... 20 War & Peace Prospects foe — & Accessories = 
| eee aa ease 70 North American Aviation ............0cee- 554 What to Expect of Our New Congress ...... 
Dosw. a og UR ERIS Et CARNES BE 383 Dri PTION GOO. oa icig co ésv is ccccceseenes 363 What Will It Take to Pay for This War? ... 21 
Eaton M fp, Co eal aetiad ae ie sit: WRt poe WROD ONAN feo etree coe as ics bctosias havea 527 Wrenline ew Sleel! (o.c5s cosar ner censure se 8 547 76 
Fconomic Effects of Our African Victory .... 281 Oliver Farm Equipment Co. ............0.. 34 Which Fodecteies Offer Best Prospects? ..... 328 
Economic Future of Britain ................ 109 Outboard Marine & Mfg. Co. .........0.00% 291 Which Motion Picture Stock? ...........+:+ 693 
ES SS aaa ern 94 Outlook for Motor Transport, Water Carriers Will We Have to Revalue the Dollar? ...... 62 
Electric Storage Battery 2 RR RA Fe 173 Re EINE EER Tossiscis sine orc sina cisie occ se reise 410 PN I a a et aie a 0:8 7. 
Endicott Johnson Corp. ...........+. oa’. ae RE ARNO 6 60.55 5669s adds etna 490 Wisest toveneneet Policy in This Inflation. . 

Erie Railroad Co. .......... 30, 412 PRAT Or Bae eae ew be Sakae baccccl 357, 554 Woolworth, F. Investment Audit of. .238, 509 9 
PR AOMIMO MRR ooo wicccanicakcce tokaueoe 228 ATR ARIININE 8s ip otsiats bus WB mlswiaideors oosaramoee 554 Wm. Wrigley, z = (CT AR A TS Ors 360 
Fansteel Metallurgical .295, 344, 488 Permanent War Gains, The VS Costs of War 456 MIE Uae IGMOIE: <p aie Giisins oadiaieceisieie'oin aeeies 438 
Paigvenes; PAOTEE TE 0. nccccesnvacaseanss 526 FRO ADI oa Siok o's sans ea seas Gee 489, 655 Youngstown Sheet & Tube Co. .........+++ 439 


728 

















THE MAGAZINE OF WALL STREET 





VIGILANT MANAGEMENT 

















, 1943 
we | Ty Ee al in the Next Ph This Mayor Adz 
196 5 Lissential in the iNext Fhase o 1s Major Advance 
, 
70 
703 
16, 6089 
1s + 528 
2 205 
1 268 ” 
oe 7, VERY business venture rises or falls by How can such management be attained? It 
234, : P ada ames 
a 86 ‘eason of one primary factor—management. is a task requiring specialized knowledge, 
93, 427 . . ene, 
ae ee , , yainstaking research, broad facilities and a 
asts Likewise, the healthy expansion—or the shrink- im ‘ é 
es, . i i ‘ capable staff. It is not a one-man job. 
47 age—in your capital and income in the fast- 
ip- ; ; . 
— changing war markets ahead will be governed A study prepared by the Twentieth Century 
= by the effectiveness of the management of your Fund estimates that several billions of dol- 
<i investments. lars are under the supervision of investment 
58, 671 ; : 
rt a _ , anne bs counsel firms in this country. 
». 635 l‘remendous war spending, labor controversies, . 
axes and tax refunds, rationing, inventories, No firm or individual is infallible, vet this 
ew legislation—all must be considered con- estimate indicates that substantial investors 
tantly. have found that a_ reputable, professional 
‘roper supervision must weigh painstakingly organization, such as Investment Manage- 
‘he developments in Europe, in Africa, in the ment Service, can attain satisfactory results 
» 372 Far East, in South America and at home. iH more surely and safely than can the indivi- 
a must anticipate dangers and set up safeguards dual acting on his own judgment or with 
7 or your capital. It should see new oppor- limited assistance. 
1. 4B ys é + ae : ae 
93 = unities as they materialize and take steps so Investment Management Service can collect 
ee you share fully in income and profit benefits. the facts for you . . . it can interpret and 
2 2 ‘ : ae . 
* Capable management must arrange your diver- apply them to your securities . . . it can su 
.» 635 ts a : : é : ' , : 
a sification as to type of security, nature of pervise every dollar of your invested funds, 
age ae : ° wae 5 : ; cama ate 
++ 63 business, geographical location and _ political as you would supervise your portfolio if you 
+ O influences so as to protect your principal and had the time, facilities, training and staff so 
~@ foster its growth. necessary today. 
1.8 
ake It must plan to maintain an income return At this critical time why not investigate our 
von to meet your needs, and to provide a degree supervisory counsel by taking advantage of 
aS of safety to fit vour personal circumstances. the special invitation below? 
247 
358 
76 
229 
233 
31 
141 
38 
429 
8 ITHOUT obligation on your part, we offer to send you a confiden- 
iby | . . . . . am -¢ . ° 
; m tial, preliminary review of your portfolio if it exceeds $20,000 in value—commenting 
on frankly on its possibilities for capital growth, its income factor and its diversification. 
+» 663 , : . - e - 
3 Your least favorable issues will be specified, with reasons for selling. Merely send us 
ae your list of holdings and objectives in as complete detail as you care to give. 
86 


"1 440 = 














INVESTMENT MA 


A Division of The 


EMENT SERVICE 


Line of Wall Street 


90 Broad Street New York, N. Y. 











NOY 

NIN 
jing about it while the Mouse po 
dea of the tale was something like 


And she kept on puzz 
hat he met in the house, 


i hat her i 
speaking, so t 

his "FUrY said to a mouse. T , 

j ‘Let us both go to law: 

will prosecute you~ 


I will prosecute y= 
Come, I'll take no de- 
nial: We must have the 


trial; For really this 
morning I’ve noth- 
ing to do.’ Said 
the mouse to the 
cur, ‘Such a trial, 
dear sir, with no 
jury or judge 
would be 
wasting our 
breath.” Am 


“T'll be judge, 
Vl be jury,’ 
said cunning 
old Fury; 
‘T'1l try 
the whole 
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cause, 
and con- 
demn 
you to 
death.’” 


“TH be Judge -Tll be Jury...” 


This zigzag rime was gentle fantasy 
when Lewis Carroll first penned it. 
Today, Alice in Axisland would find it 
bitter reality. 

One man is judge and jury over there. 
One Nazi gang —his personal political 
party —runs everything. Business, edu- 
cation, religion — all human activities — 
are under the same political management. 


There’s no way of redress from wrong. 
Any grievance, however just, is a griev- 
ance against the party. If it goes to court, 
the party is the court. A lone citizen 
has no chance of appeal, no hope. 


America is battling that brutal system 
now to prove that our way of life is bet- 
ter — our way, which respects the rights 


of individuals — which allows them al- 
most unlimited freedom to work, create, 
and live their own lives. 


Out of this freedom came our form 
of business management under govern- 
ment regulation. Men enter business or 
industry and advance by ability and in- 
itiative. Other men grow in government 
service the same way. 


Business men direct our industries. 
Public officials regulate them in the 
public interest. The two groups tend to 
balance one another and wrong can be 
righted if it occurs. It’s vitally important 
to America to maintain that balance. 


It’s a great system —this American 
business management. And it works. It 


works so well that America has the largest 
supply of electric power in the world- 
far more than all of Axisland together. 


This tireless, tremendous power works 
day and night, helping to produce planes, 
tanks and guns—so that no dictator can 
say to US — “T'll be judge, I'll be jury.” 
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